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ABSTRACT 
Academics and professionals have paid attention mainly to performance measurement 
systems that have implemented financial and non financial measures. However, the 
majority of previous studies were conducted in developed countries, but very little 
had been carried out in developing countries. Therefore, this study aims to investigate 
performance measurement systems in developing countries in twofold. Firstly, 
examine the existing uses of financial and non financial measures in Libyan banking 
industry and, secondly, analyze the contextual factors that may affect the use of these 
measures. 
In order to fulfill this study's aim managers from top and middle managerial levels 
have participated to the survey. Data were collected through a series of quantitative 
and qualitative approaches while obtained data were analyzed by employing 
numerous statistical methodologies. 
The study findings indicate that most of the Libyan banks use a mixture of 
performance measurement systems that include a combination of financial and non- 
financial measures. However, the Libyan banks are still relying on more financial 
measures than non financial measures as important information used for various 
purposes. In addition, several contextual factors represent the core of the study and 
they are of great importance for the use of performance measures according to banks' 
size within the banking industry in Libya. 
This study contributes to bridge the gap in the literature of performance measurement 
by providing theoretical and empirical evidences of how performance measures could 
be used more proficiently in developing countries. Furthermore, the study's findings 
offer an overview of the performance measures used currently in Libyan banking 
industry and suggest the implementation of the outcome of this study that will 
instigate important improvements to the current performance measurement systems. 
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CHAPTER ONE 
INTRODUCTION AND OVERVIEW 
CHAPTER ONE-------------------------------------------------- Iniroduclic)n and Overview 
1.1 Introduction 
The purpose of this study is to investigate the current use of financial and non 
financial performance measures in Libyan banks, and to examine the impact of 
contingent factors on the use of these measures. Thus, this chapter introduces the 
research topic, provides background details, explains the study's purpose, highlights 
the study's significance and justification, outlines its contribution to knowledge, and 
describes its structure. 
1.2 The rationale for this study 
Franco-Santos and Bourne, (2005) argue that one of most important function of 
modem management is performance measurement. The design and introduction of 
performance measurement systems in business organisations continues to be one of 
the areas in management accounting that creates a centre of attention a great deal of 
interest to both academics and practitioners (Azofra et al., 2003). In this regard, 
performance measures are applied to achieve multiple purposes such as evaluate, 
control, improve and compare the performance of different organisations, 
departments, branches, teams, and individuals, and to assess employees of 
organisations achieving their objectives (Ghalayini and Noble, 1996). In addition, 
Azofra et al., (2003) state that the literature of performance measures shows there 
are two main segments. The first segment began in the early 1900s' and went on the 
1980s' which indicated the domination of the traditional financial measures such as 
profit, return on investment and productivity. During that period, budgets were the 
main system of performance measurement, which depended mainly on financial 
figures. Budgets have provided systemic processes in organisations, such as 
resource allocation decisions, performance target settings, and spending limitations 
(Barsky and Bremser, 1999). The second segment started since 1980s' which 
showed the emergence of non financial measures, such as customer satisfaction, 
quality, etc. Fisher (1992) proposes that there are several reasons for the emergence 
of non financial measures, namely, the limitations of traditional financial measures, 
competitive pressures and the increase of other enterprise. The limitations of 
traditional financial measures include, for instance, the fact that financial measures 
are too inner looking, too historical, too financially orientated, too short-term, fail to 
give data on quality, and fail to supply information on what customers desire and 
how competitors are performing (Kaplan, 1984; Johnson and Kaplan, 1987; Kaplan 
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and Norton, 1992; Kaplan and Norton, 1996; Ghalayini and Noble, 1996; Neely, 
1999; Markovic and Vukovic, 2006). In the same context, Neely (1999) suggests 
exactly seven reasons for this performance measurement expanding, namely, 
changing nature of work, increasing competition, specific improvement initiatives, 
national and international awards, changing organisational roles, changing external 
demands and power of information technology. Moreover, Neely and Bourne, 
(2000) conclude that limitations of financial measures have resulted in the 
recognition that financial measures are limited in providing a complete profile of 
organisational performance. Therefore, In order to overcome the limitations of 
financial measures and face the changes in business environment, the need emerges 
to complement financial measures with the introduction of non-financial measures 
(quantitative and qualitative) which appear to be more suitable, to follow operations 
closely and in real time, therefore making it possible to conduct revisions and 
corrections as needed (Ghalayini and Noble, 1996, and Azofra et al, 2003). 
Since last decade, organisations have changed performance measurement systems 
from dimensional financial measures to incorporate non financial measures to 
evaluate performance (Barsky and Bremser, 1999). In this context, one of the most 
popular performance measurement systems that integrate a balanced use of financial 
measures with non financial measures is the Balanced Scorecard. It was developed 
as a framework for implementing strategy by Kaplan and Norton (1992) and (1996). 
Kaplan and Norton (1996) designed the Balanced Scorecard framework to appraise 
the organisation's performance from four perspectives. The first perspective is 
financial which addresses the ways in which the organisation can maximize value 
creation for shareholders. The second is customer perspective that helps the 
organisation to accomplish customers' requirements and to maintain their loyalty. 
The third is internal business process perspective which addresses the topics in 
which the organisation can have competitive advantages. The fourth is learning and 
innovation perspective that assists the organisation to know how to sustain its ability 
to change and improve. 
The rationale behind this research comes from its importance to the activities of 
managers especially the decision making processes all different managerial levels of 
organisations. Also, this research has adopted the philosophical theory as 
recommended by the literature (Eisenhardt, 1989), which is the contingency theory. 
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The use of a contingency framework to management accounting is derived from the 
hypothesis that there is no universally proper accounting system which is used 
equally in all organisations in all circumstances (Otley, 1980). Rather, it is 
recommended that particular characteristics of a suitable accounting system will 
depend upon the specific circumstances in which an organisation operates. 
Therefore, a contingency theory must recognize the specific aspects of an 
accounting system which are correlated with some defined circumstances and reveal 
an appropriate matching. In addition, Otley (1980) argues that the justification for 
adopting a contingency theory of management accounting is that it emerged as a 
necessary means of interpreting the results of empirical research. 
In an attempt to understand the performance measurement systems, this study 
utilises the contingency theoretical framework to examine the relationships between 
several contextual factors and the use of financial and non-financial performance 
measures. The contextual factors consist of business strategy, centralisation, the 
intensity of competition, the use of total quality management, technology, 
environmental uncertainty, and organisation size. 
From the broad review of the literature (see chapters three and four) about 
performance measurement from contingency perspective, it could be concluded that 
there is wide research of this topic in developed countries like the US whereas there 
is very little research which is carried out to explore this topic in developing 
countries. With regard to management accounting research in Libya, it could be 
found that there is very minor number that investigated the management accounting 
practices within manufacturing sector, while there is hardly any research, which to 
the best my knowledge, has been conducted to study performance measures in 
Libyan banking sector. As a result, the main drive for conducting this study is to 
bridge the gap in the literature about performance measures in banking sector within 
developing countries with Libya as a case study. 
Concerning research in developing countries, many authors (e. g. Kiggundu et al, 
1983) declare that the importance of research in developing countries has increased, 
this is because of the huge natural resources and about 70% of the world's 
population are in developing countries, also due to globalisation and 
internationalisation. As a result of economical growth some developing countries 
e. g. Libya, have became attractive to foreign investors. The Libyan economy after 
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the openness that started in 1990s' has benefited from this development in all 
economic sectors including banking. 
The lack of literature on performance measures in developing countries, particularly 
in banking sector, has led to creation of an urgent need to understand the use of 
performance measures and their implication within banking sector in Libya, as the 
nature of the use of these measures is still uncertain, this has provided the 
motivation for conducting this study. Therefore, this study focuses on expanding 
the literature by investigating the state of current use of financial and non financial 
measures in context of performance evaluation. Also as mentioned by many authors 
(e. g. Langfield-Smith, 1997 and Chenhall, 2003) that the effectiveness of 
management control systems (i. e. performance measurement systems) is dependent 
on their relationship with some key contextual factors (e. g. strategy, environment, 
technology, organisational structure). This study, therefore, tries to identify some 
factors that may influence the use of financial and non financial performance 
measures. 
1.3 Research Questions and Objectives 
Given the breadth of the performance measurement field, it was important to focus 
this research on a specific area in order to be able to reach useful conclusions. Thus, 
the question of this research consists of two parts: (1) what are the performance 
measures that are currently used in the banking sector in Libya? and (2) what are the 
factors that might affect the use of these measures?. The first question aims to 
investigate the current use of financial and non financial measures of performance 
measurement systems in banking industry in Libya. The second question intends to 
examine the impact of contingent factors on the use of these measures. To answer 
the questions of this study, six specific research objectives have been developed: 
1) To review and study the state of performance measurement systems in general, 
and the state and extent of using financial and non financial performance 
measures in particular in Libyan banks. 
2) To identify and compare the type of performance measures that are utilized by 
Libyan banks according to their typologies. 
3) To assess the application of financial and non financial measures for evaluation 
performance and different purposes. 
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4) To examine whether the use of financial measures has impacted upon the use of 
non financial measures of the Libyan banks. 
5) To determine the impact of individual contingent factors on the use of different 
performance measures. 
6) To analyse the impact of joint selected factors on the use of financial and non 
financial measures in Libyan banks. 
Therefore, the first four objectives will establish comprehensive view of the current 
use of financial and non financial measures in the Libyan banks, while the rest two 
objectives will create the factors that may have affected the use of performance 
measures. 
1.4 The Importance of the Study 
Although there is growing attention in the literature to study the issues regarding the 
use, design and choice of performance measurement systems, however, this 
attention has focused more on developed countries with little interest to developing 
countries. Consequently, the rationale behind conducting this study comes from the 
need to gain better understanding about the state of performance measurement 
systems in Libyan banking sector and contextual factors that may affect the use and 
design the performance measurement systems. 
The last two decades witnessed the increase of globalisation and 
internationalisation, and the changes of business environment in some developing 
countries, which may lead to influence the design, form and use of the 
organisational accounting systems. Consequently, it became very important to know 
and be aware of what is going on in the developing countries. In case of Libya, the 
processes of transition of the Libyan economy from a centrally planned (socialism) 
towards a market-based system that started late in the 1990s' and included 
fundamental changes in the regulatory context, which has reduced the domination of 
the state-owned sector over the Libyan market (Sharif, 2000). In other words, the 
deregulation of the system has also allowed for a greater role for the private sector 
in the domestic market. Several processes were established to ensure a successful 
shift towards the new markets, such as encouraging the private ownership of 
economic activities, reducing the role of the state to be limited to some public 
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activities such as health, education and security, and privatising state-owned 
organisations (Sharif, 2000) such as Sahar bank and Wahda bank. 
Therefore, it could be concluded that, regarding the Libyan economy, there is move 
towards a new business environment, especially organisations that are state-owned, 
encounter increased competition causing deterioration in their financial 
performances. As a result, this study investigates a very important issue that will be 
of interest to academics and current and potential investors in Libyan banks. Hence, 
the findings of this study contribute to bridging the gap in the literature in 
developing countries concerning performance measures and the factors that might 
affect the use of these performance measures in banking industry. 
1.5 The Need for the Current Study 
Scapens. (1994) suggests that researcher should give more attention to management 
accounting practice rather than focus on comparisons of management accounting 
practice versus theoretical ideals. Briekley et al., (2001) and Cooper et al., (2004) 
emphasise the need for more empirical research of management accounting 
practices, especially outside the UK. Further, the need of conducting more research 
on management accounting practice has been mentined by many researchers over 
the last two decades (see, for example, Otley, 1983; Scapens et al., 1983; Scapens, 
1991; Drury and Tayles, 1994; Drury and Tayles, 1995; Briekley et al., 2001; and 
Haldma and Lääts, 2002). 
In response to the call for more research on management accounting practices in 
developing countries, and there is no evidence that such research about performance 
measurement is conducted in Libya, the researcher decided to conduct this study in 
Libyan banks, in order to investigate the extent of the use of financial and non 
financial measures of context of performance evaluation within Libyan banks. In 
addition, the empirical research of contingency-based highlights the importance of 
examining factors that influence management accounting practices (e. g. Scapens, 
1983; Drury and Tayles, 1995; Chenhall and Langfield-Smith, 1998; Brierley et al., 
2001; Haldma and Lääts, 2002; Gerdin and Greve, 2004). Thus, this study aims also 
to examine the contingent factors that may influence the use of financial and non 
financial measures within Libyan banks. 
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1.6 Structure of This Thesis 
The main issues addressed in this study are the use of financial and non financial 
performance measures in the Libyan banks, in addition, the contingent factors that 
may influence the use of financial and non financial measures. Therefore, this thesis 
consists of ten chapters. 
Chapter One is an introduction to this thesis. It introduces the background of the 
study area, discusses the objectives and the relevance for this study, explains the 
empirical phases and gives an outline of all the chapters. 
Chapter Two discusses the historical, political, economic, social, cultural and 
financial aspects of Libyan society and the background about the Libyan Banks' 
environment are presented. The changes in the political, economic and social 
aspects over the years are emphasised. Moreover, a descriptive analysis of the 
organisational context of and the developments in the banks are provided in this 
chapter. This will provide a background on which the observations of this study can 
be interpreted and understood. 
Chapter Three provides a brief analysis of management control systems with a 
brief historical overview of the development of management control systems, and it 
also reviews several concepts regarding performance measurement systems in 
addition to some of the roles of performance measurement systems are mentioned., 
and the chapters analyses the existing literature concerning the theme of financial 
and non financial performance measures from previous related empirical studies. 
The chapter highlights several gaps in the performance measurement literature and 
the need for more empirical research on management accounting practice, especially 
in developing countries. 
Chapter Four reviews the literature related to contingency theory perspective, and 
the contingent factors that affect the use of performance measures. Several issues 
are illustrated, including the concept of contingency framework and the research 
approaches used to investigate this phenomenon, and a large number of studies 
conducted in both developed and developing economies are reviewed to provide the 
main characteristics of the previous research in the area. In order to identify the gap 
in this literature and the current study's contribution to fill this gap/shortage is 
highlighted. 
Chapter Five discusses the methodology and methods applied to conduct this 
research to achieve the research aims and objectives. Details of research questions, 
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the study hypotheses, how the researcher will measure the use of financial and non 
financial measures, the particularities of banks, and collect the data for this study are 
all presented in this chapter, the research framework based on contingency theory is 
illustrated, and the two research methods of the questionnaire survey and the semi 
structured interview method are explained. In addition, the statistical techniques 
used to examine the research questions and hypotheses and to analyse the collected 
data are also discussed. 
Chapter Six analyses the data collected using the questionnaire survey and reports 
the results of the analysis. This chapter will help to fulfil the first objective of this 
study, namely, to obtain an overview of the extent to which type of performance 
measures used in different typologies of Libyan banks. In addition, chapter six 
provides the first empirical chapter of the thesis. It aims to statistically analyse the 
data gathered by the questionnaire survey in order to provide a comprehensive 
picture of the performance measures used in Libyan banks and the different uses of 
these measures among the banks according to their particularities/typologies. This 
analysis is based in some cases on means and in others on percentages. In addition, 
the chapter provides a base for the following chapter in which the hypotheses are 
examined. 
Chapter Seven examines the relationship between the suggested contingent factors 
and the extent of using financial and non financial performance measures. This 
examination is conducted using correlation statistical analysis. Each factor is tested 
individually against the dependent variable which is the extent of using financial 
and non financial performance measures. Pearson correlation tests are used to 
accomplish this objective. The analysis results are used to support or reject the 
hypotheses. Moreover, results are compared with previous empirical studies. 
Chapter Eight investigates the relationships identified in chapter seven using more 
advanced statistical analysis. Multivariate statistical analysis is used to find out the 
relationship between all the contingent factors together and the extent of using 
financial and non financial performance measures. Multiple regression analysis 
illustrates the joint influence of these factors on management accounting practice 
and which of these factors best explain the variation in the extent of using financial 
and non financial performance measures. The above-mentioned analysis is 
conducted mainly on questionnaire responses. 
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Chapter Nine discusses data obtain from personal interviews. This chapter will 
present the results from conducting face-to-face interviews with respondents from 
some managers of Libyan banks. 
Chapter Ten is the final chapter, which presents a summary of the thesis contents 
and overall conclusions drawn from the findings and makes recommendations and 
suggestions for further research. 
Figure 1.1 shows the structure of this thesis 
Chapter One 
000 Introduction of 
Research area 
Chapter Two Chapter Four 
Libyan banking Contingency 
environment framework 
Chapter Three 
Performance 
measurement overview 
Chapter Five 
Research design and 
Methodology 
Chapter Six Chapter Seven Chapter Eight Chapter Nine 
Descriptive Correlation Regression Interviews analysis 
Analysis analysis analysis 
Chapter Ten 
Conclusion, 
Recommendations 
1.7 Summary 
This chapter has explained the contents of the thesis. It has highlighted the rationale 
behind conducting the study, followed by the research aims and objectives and then 
has outlined the structure of the thesis. The following chapter will discuss the 
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characteristics of the Libyan business environment and the main changes which 
have taken place in this environment since the independence of the country. 
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CHAPTER TIVO------- The Context Of The Libyan Banking ºSeclor 
2.1 Introduction 
In order to obtain a better knowledge for studying accounting systems in any 
country, the economic environment in this country should be taken into account 
(Jaruga and Ho, 2002). Consequently, the Libyan political; social; and economic 
environments that may affect the use of accounting systems like performance 
measurement systems will be discussed. The aim of this chapter is to provide details 
about development of Libyan economic context and to highlight the nature of the 
Libyan banking sector. 
This chapter is divided into six sections. The first section discusses the justification 
for studying the Libyan context. Brief information about geography, population, 
historical, political and economic aspects is provided in the second section. The 
third section is an overview and discussion of the Libyan banking sector 
environment and highlights the main structures and characteristics of the sector. 
Several major financial indicators for development of the Libyan banking sector is 
in section four and the fifth section is a brief discussion of the expected impact of 
the current financial crisis on the Libyan banking sector. Finally, a summary of the 
previous discussions is offered in the sixth section. 
2.2 The Justification for Analyzing the Libyan Context 
Previous studies, especially in developing countries (see for example, Hoque and 
Hopper 1994, Al-Enizi et al, 2006, and Ismai, 2007), have revealed that one of the 
main determinants of design and use of performance measurements is the economic 
environment around an organisation, namely, the change in environmental aspects 
that will result in the change in performance measurements used within the 
organisation. Jaruga and Ho, (2002) argue that in order to survive and succeed 
companies should adjust to market changes. They claim that specific characteristics 
of the country affect management accounting practices regarding the adoption and 
the use of these practices. In addition, I3himani and Pigott, (1992) suggest that, 
organisations that operate in the same circumstance can show similar 
implementations for accounting practices. These implementations have been shaped 
and formalized by their environment. Similarly, Alkizza, (2005) points out that 
environmental factors such as the level of competition, uncertain environment, and 
government regulations have an important effect on management accounting 
practices used in Libyan manufacturing companies. 
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Based on the discussion above, it could be said that the rationale for offering a brief 
background about the Libyan environment in which this study is conducted, is 
helpful as to the use of performance measurements and factors that affect them 
could not be investigated in isolation of the surrounding environment in terms of 
economic, political and social aspects. These interrelated aspects may influence 
institutions' and individual's values, attitudes and behaviour towards and about the 
use of performance measurements and contingent factor relationships. Therefore, 
awareness of these environmental aspects around organization play a role in 
designing and shaping accounting systems lead to a clear understanding of the use 
of performance measurements and contingent factor relationships. 
2.3 The Libyan Context 
2.3.6.1. Geographical background 
The formal name of Libya is Socialist People's Libyan Arab Jamahiriya. Libya is in 
the north-middle part of Africa on the Mediterranean Sea and Egypt on the east, 
Algeria and Tunisia on the west, and Chad, Niger and Sudan on the south. Libya's 
area is one of the largest in Africa, it is about 1,759,540 km. Tripoli is the capital 
and largest city and Benghazi is the Second city. About 90 percent of Libya is 
desert, with two small areas of hills rising to about 900 km in the Northwest and 
Northeast. The climate is generally dry, but the northern regions enjoy a milder 
Mediterranean climate. The main resource of Libya is oil, and natural gas (Library 
of Congress, 2005). 
2.3.6.2. Population 
In terms of economic development, human resources are the most important aspects 
of any country as a whole and for the improvement of any sector in this country. 
From the table below, it can be noted that over the period 1970-2006, The Libyan 
population has significantly increased from 1,879,000 in 1970 to 5,323,000 in 2006. 
Approximately 90% of people live in the main cities, while the rest are in the 
countryside (see table 2-1, the growth of the Libyan population). 
13 
CHAPTER TWO ---------------------- i/k' ('unlc'x! O/ 7hc' Libyan Banking Sec/or 
Table 2-1 the growth of Libyan population during 1970-2008 
1970 1980 1990 1995 2000 2006 2007 2008 
Libyan 1.879.000 2,804,600 4,1411,000 4,389,700 5,021,400 5,670,600 7,210,510 7,364,0711 
Non 
I. il aii 
84,000 441,200 703,800 408,300 405,401) 35(1,000 972,51(1 1,103,790 
1,01311 1,963,000 3,245,800 4,843,800 4,799,000 5,426,800 6,020,600 8,183,020 8,467,860 
2.3.6.3. Resources Statistical Institute of Catalonia (Idescat), 2009 
2.3.6.4. History 
From the seventh century, Libya with several other North African countries were no 
longer part of the European world, but were included in the Islamic and Arab 
culture. During the period from 155 I to 191 1, Libya became part of the Turkish 
Empire. In 1911, Libya was colonized by the Italians for over thirty years until 1945 
when the Allies prevailed in North Africa. After 1945 Libya was dominated by two 
international administrations: the French Military administration governed the 
Southern Region while the British Military administration dominated the Western 
and Eastern Regions in Libya. These administrations did not provide economic 
opportunities to develop and improve the Libyan economic system and their impact 
was small because of their lack of communication with the Libyan people (Wright, 
1982). In 1951, Libya became an independent nation under a kingdom and alter 
nineteen years from independence the kingdom was toppled by the military in 1969 
who subsequently planned for the first September Revolution. In 1992 the United 
Nations imposed economic sanctions against Libya because the U. S. and the UK 
courts charged the Libyan Government with two attacks in 1988 against commercial 
flights. In March 1999, after agreement with the Libyan government, the US, and 
the UK and the United Nation Security Council lifted the economic sanctions 
(Vandewalle, 2006). 
It could be concluded that the development of Libyan history dates back to the 
Turkish period which led to the conversion of the people to perform some economic 
activities like farming. The British and French administrations did not provide an 
enabling environment for commerce. This was followed by military rule with its 
associated negative factors, which led to the imposition of economic sanctions. 
I lowever, the effects of the sanctions led to isolation of the banking system from 
international business, in addition extra responsibilities for the Central Bank of 
Libya in terms of their monitoring and supervisory roles. Recently the Libyan 
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government has introduced some reforms within the banking system such as the 
adoption of privatization programs. 
2.3.6.5. Political System 
Libya enjoys the advantages of a dynamic economy, renewal of political and 
economic directions, and new orientations that arise from the government's moves 
to leave its role as a distributor of wealth in favour of more limited responsibilities 
as a regulator and social policymaker. Internally, for more than thirty years, Libya 
has enjoyed stability and a high level of the political participation, but not through 
traditional democratic processes. Rather, the country's political institutions adopt 
the model of consultative bodies at the local, regional and national levels. (Oxford 
Business Group, 2008). 
From 1969 to 1977, Qadhafi and twelve military officers dominated Libya's political 
system, society and economy. Nationally, political structure of Libya came from the 
philosophy in the Green Book (Qadhafi's directives) which joins socialist and 
Islamic theories and eliminates parliamentary democracy. During this period, the 
government began diffusion of "Cultural Revolution" across the country in schools, 
businesses, industries, and public organizations to administer management of those 
institutions in the public interest (Library of Congress, 2005). In March 1977, 
Qadhafi proclaimed the establishment of people's power and changed the country's 
name to the Socialist People's Libyan Arab Jamahiriya, thus the primary authority of 
Libya is the General People's Congress, which became a law-making body, in 
addition it links up with the General People's Committee, whose members are 
secretaries of Libyan ministries. It acts as the link between the masses and the 
leadership and it contains the secretariats of a number of local basic popular 
congresses. The cabinet secretaries are appointed by the General People's Congress. 
These cabinet secretaries are responsible for the routine operation of their ministries 
(Library of Congress, 2005). 
With regard to the Libyan court system, it consists of three levels: the courts of first 
instance; the courts of appeals, and the Supreme Court, which is the final appellate 
level. The General People's Congress selects judges to the Supreme Court. Libya's 
justice system is essentially based on Islamic law. In many cases, the laws and 
regulations of Libya are the same in many countries, however, the Libyan context is 
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characterised by some important Laws and regulations such as: The Civil Law, 
Financial System law, Foreign Trade Regulations, the Income Tax Law, The 
Banking System Law, and the Law of Organising the Accounting Profession 
(Library of Congress, 2005). 
2.3.6.6. Economic Environment 
This section provides details on the development of the state of economic 
environment since 1951 to date. 
2.3.5.1. Thc period before the discovery of petroleum 1951-1965 
Wright, (1982) argues that Libya was one of the poorest countries in the world and 
it relied on international aid from the United Nations and American and British 
money for the use of military bases and other organisations which helped the 
country to survive and overcome the harsh economic years of the 1950's. During 
this period, Wright, (1982) argues that the main economic activities were dependent 
only on two sectors (Animal farms and Agriculture), where approximately 80% of 
the workforce were involved in these sectors which were developed by Italians 
while the remainder were engaged in other sectors. In addition, this period was 
characterised by international companies searching for oil and other technical 
assistance from abroad to improve Libya's society. Abbas, (1987) claims that the 
metal left over from the Second World War was the first exports. Furthermore, 
Wright, (1982) concludes that during this period the economy was in a poor position 
where there was no production of equipment, limitation of funds, lack of skilled 
workforce, and other resources for social and economic development of the country. 
Bakar, (1997) indicates that, according to experts from the United Nations, in the 
period before discovery of Oil, there was no evidence of any progress in the Libyan 
economy. In addition, in this period (1951-1965), the Libyan economy faced huge 
difficulties, because it had suffered from deficits in the balance of payments, and in 
the budget, (Abbas, 1987), which was funded by the Italian government, the military 
administrations of the UK and France, and the foreign aid and rents of military bases 
to the USA and UK (Bakar, 1997). 
2.3.5.2. Thc period after the discovery of petroleum 
In the first half of 1960s' petroleum was discovered and production started and was 
exported in commercial quantities (Wright, 1982). As a result of this, the Libyan 
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economy started to develop, but was primarily reliant on the income from oil 
products, which comprised of practically all export revenues and about 53% of 
Libya's Gross Domestic Product in 2007. These revenues with a small population in 
the country is one of the higher Gross Domestic Products per capital in Africa and 
have permitted Libya to give a comprehensive level of social welfare, particularly, 
in the fields of housing and education. The other industries, which show 
approximately 47% of Gross Domestic Product in 2007, have expanded from 
processing mostly agricultural products to include the production of petrochemicals, 
iron, steel and aluminium. As a result, the Libyan economy is different from 
economies of other developing countries regarding lack of capital formation. On the 
other hand, the Libyan economy has a number of critical problems such as a high 
level of inflation, lack of skilled labour, heavy dependence on the oil sector and low 
rate of private capital formation. 
During the period before the Libyan revolution (1951-1969), the Libyan economic 
system was mainly capitalist where private ownership existed with limited 
government intervention while public ownership was in the sector that required 
large scale investment. In addition, the government introduced a number of policies 
to improve the economy such as the establishment of private businesses, the 
establishment of Industrial and Real Estate Bank of Libya' to supply finance to 
create small enterprises, and the establishment of the Industrial Research Centre to 
aid in needing the country's development plans by providing technical and 
economic services in both the public and private sectors. New import and export 
regulations demanded that the import of competing foreign goods be subject to 
licence (Bakar, 1997). 
However, the period from 1970s' up to 1991, several actions were taken by the 
revolutionary government to change the economic situation from a capitalist to a 
socialist economy where the intervention in the economy has increased and the 
government supported the public sector and neglected the private sector. This 
situation continued until the beginning of 1990's, when the Libyan government 
decided to adopt a market economy. The reason for this was the crisis in the Libyan 
economy that takes place when there is a fall of world oil prices, and economic 
sanctions (imposed by the US/UK). As a result of these crises, the Libyan 
1 It is currently known as the Development Bank 
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government introduced a set of economic and political reforms such as privatising 
many public enterprises including banks. The aims of these reforms were to cut 
public spending and to enhance private sector initiatives in different sectors 
(Vandewalle, 2006). 
The first set of reforms started at the beginning of 1990's, allowed the people to be 
productive through creating self-management or collective ownership businesses. 
For example, in 1992, the government issued Act number (9) authorizing and 
improving the private sector activities within the national economy and to begin the 
privatisation of a number of public sector companies. In 1997, the country passed 
Act number (5) regarding the invitation for foreign capital investment. Therefore, 
the Libyan economy includes three key sectors that shape the economic structure: 
namely, the oil sector, the public sector and the private sector. Since the early 
2000's the development of economic reforms has continued as the State attempts to 
rejoin the international community. For example, Libya has applied for membership 
of the World Trade Organisation (WTO) and has became a new observer member, 
many public enterprises are being privatised, the US and UN sanctions were lifted 
and many international oil companies have returned to the country (Otman and 
Karlberg, 2007). 
2.3.5.3. Development Plans 
Kilani, (1988) argues that since 1951, in order to develop the Libyan economy, 
several development plans have been put in place. These plans aimed to achieve 
some strategies: Firstly, diminishing the heavy reliance on petroleum revenues in 
favour of agricultural and manufacturing sectors. Secondly, accomplishing larger 
level of self-support in an extensive range of industrial and agricultural products. 
Finally, supporting and encouraging national manpower instead of foreign 
manpower in oil industries. Kilani, (1988) claims that in 1951 the first plan focused 
on supplying some principal services, for instance healthcare and education, in 
addition to improving some essential economic activities, for example agriculture 
and smaller industries. However, some barriers such as the shortage of economic 
resources, a lack of education and training programmes, and lack of technical and 
managerial skills, have achieved little successes (Kilani, 1988). 
18 
CIIAPTER TWVO--------------------- The Conlexl Of The Libyann Banking Seclor 
The second development plan was set up in 1963. Saleh, (2001) maintains that to 
develop the deficit in the Libyan economy, the second plan concentrated on 
agriculture, education, health, and communication development. The discovery of 
petroleum in 1964 had affected the funding for this plan, which increased from 
Libyan Dinar (LD) 170 million to about LD 500 million. For the first time, this plan 
was totally financed by Libyan resources and designed by Libyans (Kilani, 1988). 
The third development plan started in 1973, in order to achieve an increase of an 
annual rate for GDP. This plan aimed to minimise the reliance on oil earnings 
(Saleh, 2001). In addition, over this period, more than 100 small enterprises were 
established. Moreover, until the late 1970s, the Libyan economy was a combination 
of state-owned and private activities, except in the fields of the oil industry, banking 
and insurance (Saleh, 2001). 
In the next plan was in 1976-1980, this plan aimed to encourage the non-oil sectors 
to be self-sufficient, consequently, the largest share of investment expended to 
agriculture, industry, and the transportation and communication sectors (Saleh, 
2001). Once again the plan's objectives in 1981-1985 aimed to improve the existing 
industrial and agriculture sectors. More precisely, the aim was to increase the annual 
growth rate for the non-oil sectors and for the whole economy (Saleh, 2001). 
The final development plan was in 1994-1996, which concentrated also on industry 
and agriculture, with a proposed investment of LD 2.4 billion (Saleh, 2001). This 
could be caused by the UN sanctions imposed on Libya in 1992. However, Saleh, 
(2001) argues that there were a number of reasons that led the plans to be 
unsuccessful to achieve their goals, such as lack of skilled and semi-skilled 
manpower, domination of the state over economic activities that make it possible for 
mismanagement of economic resources, lower productivity levels, higher 
production costs, lower quality, weak control in the public sector and lower return 
on capital. 
2.3.5.4. Thc Recent Economy of Libya 
Although oil revenues allow the development of the whole Libyan economy, the 
state has adopted some measures to reduce the dependence on this limited source. 
These actions include for example, adequate training, education and public relations 
development. However, during the UN sanctions period, the Libyan economy 
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suffered from many problems such as an economic downturn leading to imbalances 
which influenced the effectiveness of the production system (Kilani, 1988). Central 
Bank of Libya, (2007) reported that this economic imbalance created three main 
issues that affected the development of the Libyan economy. This can be 
summarised as follows: Firstly, the economy has become more dependent on oil 
income to solve imbalance. This caused serious problems that impacted on future 
plans of strategic-development, because the oil price is unstable and it is affected by 
external factors. Secondly, the dependence on the external markets namely, the 
Libyan economy is heavily reliant on foreign suppliers. The third issue is the 
dependence on foreign workforce due to insufficient skills in the national 
workforce. Foreign manpower is used to accelerate the transfer of technology 
needed by the development plans. 
2.3.5.5. Thc growth of the private sector 
Fayad, (2003) indicates that most essential element in market-based economy is the 
private sector and privatisation of public organisations. Thus, the government issued 
Act (8) in 1988, which authorized the private sector of economic activities to start 
work. In addition, the establishment of Act (9) in 1992 aim to control and improve 
the function of the private ownership in all aspects of the economy, agriculture, 
industry, commerce, transport and banking (Bait-El-Mal, 1999). Furthermore, 
Sharif, (2000) asserts that the resolution number (300)/1993 gave more authority for 
the private sector to possess the major enterprises in Libya (i. e. educational and 
health enterprises). As a result of this more than 120 public enterprises were 
privatised and more than ten thousand private ownership enterprises were 
established within different sectors during 1993-1997. The table 2-2 shows the 
development of the private sector from 1984 to 2000. 
The table (2-2) shows the increase in the private sector in Libya between 1984 and 
2000. It highlights the number of public companies which were reduced from 
10,310 to 7,624 over the period, whereas the number of private companies 
(including small businesses) sharply increased from 18,649 to 107,481 during the 
same period. 
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Table (2-2): The L'rowth in the private sector in Libva 
Business sector State-owned units Private units Foreign units 
1984 10,310 18.049 2,246 
2000 7,624 107.481 2,766 
Difference (-) 2,686 (+) 88,832 (+) 520 
Source:, li. Juiu; / (2002) 
Thus, it could he concluded that based on the new policies the economy created 
about 88,832 small private businesses. On the other hand, the number of foreign 
firms has slightly increased from 2,246 to 2,766, and the only growth was in 520 
foreign firms especially in oil sectors and banking industry. The reason for this was 
the UN sanctions imposed on Libya between 1992 and 1999. 
Furthermore, the government aimed to transfer the public sector into the private 
sector, encouraged the private sector and monitor the overall economy (Alfaitori et 
al 2002). In addition, the government listed more than 360 public enterprises to 
privatise before 2008, but this plan has been stopped and only about 50 enterprises 
have been privatised (Alfaitori, 2004). 
2.3.5.6. Foreign investments 
In order to encourage the foreign capital to invest in the Libyan market, the 
government has established the Law (5) in 1997. Three purposes were behind 
introducing this law: (1) to guide Libyan organisations to improve their 
technological system. (2) to diversify the sources of revenues. (3) to develop 
national products to aid Libya's access into the global markets. In addition, 
according to this Law the foreign investment has supported different sectors. For 
instance, exemptions from taxes are given to some foreign investment contributed to 
improvement in the Local economy (Alfaitori et at 2002). Although incentives and 
allowances have been given to encourage foreign investment, the level of 
investment was almost nonexistent (Alfaitori, et al, 2002). The reason behind this 
was that Libya has still unclear investment area where there is no enough 
experiences like policies to deal with new investments. The majority of these 
investments came from Europe, followed by Asia and very few came from the 
neighbouring Arab countries. The majority of foreign investment was in the oil, 
tourism and banking sectors (Alfaitori, et al, 2002). 
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2.3.5.7. Libyan Stock Market 
The Libyan Stock Market was established on June 2006, based on decree (134) of 
the General People's Committee, to form a joint stock company with capital of 20 
million Libyan dinars (DL) (Libyan Stock Market Webpage). The establishment of 
the Stock Market came following new directions from the government towards the 
market economy and complementing the privatisation processes. In line with this 
direction the Libyan Stock Market was set up by a number of private and privatised 
financial firms (Sahara Bank, Wahda Bank, Bank of Commerce and Development, 
Assaray Bank, Libya Insurance Company, United Insurance and Sahara Insurance). 
In order to develop the Libyan Stock Market, Libya made cooperation agreements 
with some international Stock Markets (e. g. London Stock Exchange, Egyptian 
Stock Market) for training staff, importing technologies and experience and so on. 
The Oxford Business Group (2008) reported that the Libyan Stock Market 
established a common exchange and the infrastructure for e-trading. In addition, it is 
working to encourage foreigners to trade on it, however, the national market still 
needs an international custodian for foreign funds and needs a significant amount of 
legislative clarity regarding the repatriation of funds. 
2.3.6.7. The Libyan Banking Environment 
The banking sector is one of the most important sectors at both economic and at 
individual levels. In the country's economy, the banking sector achieves a number 
of important functions such as facilitating the flow of payments, allocation of credit, 
mobilization of saving, and control of financial discipline for borrowers. Whereas at 
individual level, it provides technical modern banking services to meet customers' 
requirements such as paying bills, drawing and transferring money. Therefore, the 
main aim of this section is to provide information about the Libyan banking system. 
Thus, this section is divided into two parts. Part one shows briefly the historical 
background of the Libyan banking sector. The structure of the banking sector is 
discussed in part two. 
2.3.6.8. Historical Background 
Libyan banks have gone through many changes caused by the dynamic political 
landscape in Libya since the nineteenth century. The core features of these periods 
are discussed in the following sections: 
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2.3.6.9. Banking sector in Libya during Ottoman period 
Abdalmalek, (2004) states that the Libyan banking industry started in the late 19th 
century as one of the steps to improve the Libyan economic condition. In order to 
diversify Libyan economic resources that were dominated by the agriculture sector, 
the establishment of financial institutions was required. Subsequently, the first bank 
was established (an agricultural Bank) in 1868 in Benghazi city; after that the 
second bank was established in Tripoli in 1901. Several branches were opened in 
different parts of Libya. Abdalmalek, (2004) also points that when banks' operations 
had achieved prosperity, the Ottoman government opened two branches in Libya 
one in Tripoli in 1906 and the other one in Benghazi in 1911, which operated until 
the Italian occupation in 1911. However, this Ottoman period never had included 
any type of local rule for banks in Libya and banks were conservatively supervised 
and dependent on regulations from their home countries. 
2.3.6.10. Banking sector in Libya during Italian period 
Fayad, (2003) argues that, in 1907 the Bank of Rome opened two branches in Libya, 
but besides its banking operations, the Bank of Rome played the role of Central 
Bank by issuing notes and coins to underpin its authority. Alfaitori, (2004) states 
that between 1911 and 1943 (the Italian colonization period) several Italian banks 
(the Bank of Napoli, the Bank of Sicily and the Bank of Italia) were investing in 
Libya. These banks worked to meet the requirements of growing Italian immigration 
and to assist the performance of an economic plan made by the Italian Government. 
Otman and Karlberg, (2007) claim that there was no evidence about regulation and 
supervision of banking sector's operations due to the absence of records that were 
either hidden or destroyed by the Italian occupation and the outbreak of the Second 
World War. To sum up the discussion above, it could be argued that since Libya's 
banking sector was a branch of the Italian banking system. The regulation and 
supervision of Libyan banks would have been Italian orientated. 
2.3.6.11. Banking sector in Libya during British period 
Fayad, (2003) states that at the end of the Second World War, British and French 
military administrations dominated Libya and Italian banks left the country. In 
addition, in 1943 Barclays Bank opened its branches. In that period Barclays Bank 
had been running the banking activities as the only commercial bank in Libya. Also, 
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the British currency (Pound Sterling) was only used in Western region while 
Egyptian currency was in Eastern region. 
Abdalmalek, (2004) points out that although banks were able to finance different 
activities in Libya over that period, this finance was limited to foreigners, that is, the 
banks put harsh laws and conditions for loans to finance industry and trade 
activities, which gave preference to foreigners who could meet these conditions, but 
Libyan people were unable to fulfill such conditions (Fayad, 2003). Furthermore, 
Alfaitori, (2004) reports that the legal structure of British banking relied mainly on 
the performance of Great Britain and what concerned other colonial countries 
especially Egypt as the nearest British colony to Libya. In this period, colonial 
banks' objectives were modified to suit those of their owners and shareholders in 
their mother country, servicing imperial trade and acting in a discriminatory fashion 
regarding credit facilities. 
2.3.6.12. Banking sector in Libya during 1951-1969 period 
Abdalmalek, (2004) states that in 1951, the Libyan banking sector witnessed the 
progress of banking processes, for example the currency law (4) was issued, which 
was the earliest monetary law in Libya's contemporary history. In addition, the 
number of foreign banks had been increasing, for instance, Italian banks (which 
were closed since 1943), the British Bank for Middle East, the Arab Bank, the Bank 
of Egypt, and the Tunisian-Algerian Real Estate Bank opened their branches in 
Libya. Following this Libya joined the Sterling group, which issued a new currency 
unit linked to sterling. Barclays Bank had taken on the responsibility of issuing the 
currency in the absence of a central bank. 
According to Law (4)-1951 The Committees' Libyan currency started its operation 
in 1952. The main functions of the committee were the management of currency 
issue and investment of accumulated currency reserves. The committee's task was 
to remove the three currencies, which were circulating across Libya-namely sterling 
in the western region, the Egyptian Pound in eastern region, and the Algerian Franc 
in Southern Region. After one-year the Committee issued the first Libyan currency. 
However, Alfaitori, (2004) concludes that when financial expansion had been taking 
place during period from 1951 to 1955, the Committee did not have authority and 
capacity to formulate and implement financial policy to face this crisis. As a result 
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of the need for a central bank to cope with this crisis the Libyan kingdom issued 
Law (30)-1955, to establish the National Bank of Libya to achieve the main tasks of 
a central bank. But over this period the banking system in Libya was run by eight 
foreign banks. The functions of these banks were prepared to provide temporary 
credit where the risk was limited and the profit margin relatively high (Abdalmalek, 
2004). In 1956 the National Bank became a commercial bank not as a central bank. 
The main reason behind this move was the gradual desire to enter Libyan interests 
and people in the world of commercial banking. In any case, it could be argued that 
the foundation of National Bank in Libya was an initial step to dominate Libyan 
banking sector (Abdalmalek, 2004). 
In 1963, three new foreign banks were established in Libya (Bank of America, 
Morgan Guarantee Bank and Eastern Bank), therefore, the Libyan banking system 
was divided into two commercial divisions: The National Libyan Bank and a 
number of foreign banks. The National Libyan Bank was limited to finance the 
domestic sector while foreign banks put strict loan requirements on borrowing for 
Libya's people, and all these banks were working for the benefit of parent banks in 
their home countries, and more often than not, preferred to transfer capital for 
investments abroad instead of for investment inside Libya (Abdalmalek, 2004) 
2.3.6.13. Banking sector in Libya from 1969 to date 
The above situation has been in place until Dec. 1970, when the new Libyan 
government issued Act (153) which aimed to nationalize all foreign shares in the 
banking sector of Libya, reorganized the banks and determined the limits of 
shareholding by Libyan nationals. In order to achieve the development strategy, 
nationalization was one of the essential steps, in addition it was critical to support 
the weak performance of the Libyan banking system. On the other hand, 
Abdalmalek, (2004) indicates that although the nationalization of the banking sector 
and the introduction of new banking regulations to facilitate process of 
nationalization were rapidly created , neither the government nor the 
Central Bank 
of Libya were ready for it. Consequently, it left loopholes, which required additional 
provisions from time to time through amendments of the original acts. Furthermore, 
Fayad, (2003) points out that the Act (153) integrated the Libyan banking sector into 
five main banks including three banks which were owned completely by the state 
(National Commercial Bank, Umma Bank, and the Gumhouria Bank), while the 
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other two banks (Wahda Bank and Sahara Bank) were owned by the state and the 
private sectors. Almajberi, (2003) argues that during the nationalization period, the 
Libyan banks were inadequate, where often effectiveness concentrated on ensuring 
that the banks complied with socialist rules that were adopted by the Libyan 
government during this period. In addition the departments of Banks started with 
limited facilities and small numbers of unqualified staff, also banks' activities were 
unsuccessful and were limited largely to meet the socialist goals of the economy. 
However, as result of the impact of new regulations since 1990s (e. g. act 9/1992; 
300/1993; and 5/1997 and more other), the number of private enterprises has 
increased and foreign investors have invested in the Libyan banking sector (Sahara 
and Wahada banks have been privatsed and shared with foreign investors and a 
number of private banks were established such as in 1996 the Development and 
Commerce Bank, in 2003 Elajmah Alarby Bank, Aman Commerce and Investment 
Bank 2004, Alwfa bank in 2004, Mediterranean Sea Bank in 2006, and Alsaraya 
Trading And Development Bank in 2007 (Central Bank of Libya, 2007). 
2.3.6.14. The Structure of Libyan Banking System 
The objective of this section is to provide details regarding the banking sector 
environment in Libya, thus this section is divided into two parts. Part one introduces 
the Central Bank of Libya, the structure of the Libyan banking sector is discussed in 
part two. 
2.3.6.14.1. The Central Bank of Libya 
The Central Bank of Libya was established according to Law (30) in 1955 under the 
name of the National Bank of Libya but in "1970 Law (63) was renamed as the 
Central Bank of Libya. The Central Bank of Libya is completely state-owned and is 
regarded as the financial power in Libya (Central Bank of Libya, 2007). The 
headquarters of the Central Bank is in Tripoli. In order to make its services more 
accessible for banks that are too far from the headquarters, it has three branches 
located in east, middle, and south Libya. The highest decision-making body of the 
Central Bank is the Board of Directors, which is appointed by the General People's 
Congress and includes a Chairman, Vice-Chairman and five other members, who 
are responsible for the general administration of the affairs and business of the bank. 
The Central Bank of Libya has eleven departments namely Issue, Reserve, 
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Banking Operation, Accounting Operation, Research and Statistics, Monetary and 
Banking Supervision, Administrative and Personal affairs, Auditing, Legal Bureau, 
Computer Center, and Institute of Banking and Financial Studies departments, 2 the 
main objectives of these departments are to maintain monetary stability, and to 
encourage the continued growth of the economy in accordance with the general 
economic policy of Libya (Central Bank of Libya, 2007). In other words, the 
functions of the Central Bank of Libya have been developed to fulfill the following 
functions: 3 
- Issuing and regulating banknotes and coins in Libya. 
- Maintaining and stabilizing the Libyan currency internal and external. 
- Maintaining and managing the official reserves of gold and foreign exchange. 
- Regulating the quantity, quality and cost of credit to meet the needs of economic 
growth and monetary capacity. 
- Taking appropriate measures to deal with foreign or local economic and financial 
problems. 
- Acting as a banker to the Commercial banks. 
- Acting as a banker and fiscal agent to the state and public entities. 
- Advising the state on the formulation and implementation of financial and 
economic policy. 
- Supervising foreign exchange. 
- Carrying out any other functions or transactions normally performed by central 
banks, as well as any tasks charged to it under the Law of banking and currency 
and credit or any international convention to which the state is a party . 
- Managing and issuing all state loans. 
2.3.6.14.2. Structure of Libyan banks 
Abdalmalek, (2004) claims that banks are organizations whose main function is to 
manage financial assets, therefore banks work as a link between the individuals or 
institutions that want to invest their funds and others that need these funds. Banking 
enterprises try to manage their financial sources to serve their targets of liquidity, 
and profitability without causing any damage to their customers or to the economy 
overall. In addition, the banking sector has an economic and social role within 
society and their purpose is not only to achieve the highest profits but to achieve 
social and economic aims in the face of pressure from various groups (Owners, 
2 Compiled by the researcher according to source from the Central Bank of Libya: 
httDJ/www. cbl. zov. lv/en/variant/index. ph2? cid-79 
Source from the Central Bank of Libya Webpage: htp: //www. cbl. ¢ov. lv/en/variant/index. rh2? cid=94 
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employees, and customers). The banking sector is required to achieve economic and 
social goals by offering funds to enterprises, by acting as a mediator between supply 
and demand for funds, creating banking and other services. 
Law (4) in 1963 stated that banks whose main function is real estate, agricultural, 
industrial, housing and so on, finance or banks that do not accept demand deposits 
as one of their tasks, are not considered to be commercial banks. The law allowed 
the Board of the Central Bank of Libya to authorize financing banks to offer some 
of the banks' services. This Law also emphasized that the contribution in financing 
the development plans and the assistance to economic enterprises and firms are 
among the main objective of the commercial banks. The management of each 
commercial bank is run by a board of directors composed of chairman, a vice- 
chairman and three members who have experience in banking management and all 
are Libyan nationals. 
According to the Central Bank of Libya (2007) It is noted that the structure of the 
Libyan banking sector consists of banking organization, legislation and regulations 
that govern these banks. The Libyan banking sector consists of the following 
institutions: 
" Commercial banks. 
" Specialized banks. 
A. Commercial Banks 
The commercial banks could be defined as institutions that accept deposits, offer 
commercial loans, and provide related services. Commercial banks also allow for 
several deposit accounts, for example, checking savings, and time deposits. These 
organizations work to generate a income and are owned by a group of individuals. 
While commercial banks provide services to individuals, it is principally concerned 
with receiving deposits and lending to business (Central Bank of Libya, (2007)). 
From this definition and the regulations of the Central Bank of Libya, Libyan 
commercial banks can be divided into four main banks (public, private, privatized, 
foreign banks). 
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A. 1 Public Commercial Banks 
The public commercial banks are fully (or at least more than 51%) owned by the 
state that nationalized them at the beginning of the 1970's. They have a substantial 
number of branches that are located across the country. According to the Central 
Bank of Libya (2007) the public commercial banks can be divided as follows: 
a) National Commercial bank 
A national Commercial Bank is established according to Act No. 153 of 1970 which 
nationalized the foreign banks and the Law identified the bank as a joint-stock 
company, established Libyan nationalization of foreign shares in the banks and re- 
organization and identification of the contributions of the Libyans (Central Bank of 
Libya, 2007). 
b) Gumhouria Bank 
The Libyan government issued Law (53) in December 1970 to nationalize Barclays 
Bank to be fully owned by the Libyan state in the name of Gumhouria Bank. The 
Gumhouria Bank is one of the largest Libyan commercial banks operating in Libya. 
It is developed at the Arab and World level. Gumhouria Bank has experience and 
banking services as large banks, and in order to contribute in economic activity, it 
provides appropriate services for individuals and organisations at home and abroad 
(Central Bank of Libya, 2007). 
c) AL Umma Bank 
AL Umma Bank was in name of "Banco di Roma", which was established in 1917 
based on an agreement between the government of Italy and the Ottoman Sultan. In 
November 1969 the law issued by the Libyan government nationalised all the shares 
of foreign banks operating in the country, in line with this direction. The Law (153) 
changed the names of Banco di Roma to the AL-Umma Bank to become fully 
owned by Libya (Central Bank of Libya, 2007). 
In order to reform and develop the Libyan banking sector, AL-Umma Bank and 
Gumhouria Bank decided to merge under the name of Gumhouria Banks, and the 
Central Bank of Libya approved this action by issued Act (8) in 2008 as a result for 
in Article (62) of the Banking law in 2005. However, until now (March 2009) each 
bank is operating separately (Central Bank of Libya, 2007). 
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A. 2 Privatized Commercial Banks 
The privatized commercial banks are the banks that were public banks but with a 
new vision by the Libyan government towards the market economy, these banks 
have been privatized. In this category there exist two banks: 
a) Wahda Bank 
Wahda Bank is Libyan joint-stock company established according to Law (153) in 
1970. Its capital consists of the contribution of North Africa Bank, Commercial 
Bank, Al-Nahda Al-Arabia Bank, African Banking Company and Al-Qaffilah Al- 
Ahli Bank and it took all those banks with all their assets and obligations. This bank 
is one of the successful banks in Libya by providing banking services of all kinds 
through its branches across Libya. 
Wahda Bank was owned by the Central Bank of Libya (more than 70%), however, 
in 2007, the Central Bank of Libya reported that Jordan Arab Bank is chosen to be 
the foreign partner of Wahda Bank. In addition, the Jordan Arab Bank received both 
management control over Wahda Bank and the right to increase its shareholding to 
51% 2010 (Middle East Business Intelligence, 2009). 
b) Sahara Bank 
Sahara Bank has been chartered and began its activity since 1964, with mixed 
capital, in which the Libyan citizens have taken part with some foreign banks. And 
in accordance with the banks nationalization involving a resolution of Foreign share 
nationalization, in 1970, Shares were'taken by the Libya Central Bank. Then, the 
bank since its foundation began to provide its bank services to its customers, where 
it has funded several institutions and public and private banks either in productive 
and service sectors, which enabled these parties to accomplish its objectives of 
economic development in the country. In line with new plans of the Libyan 
government- encouraging the private sector, and opening new areas for investment 
in all economic activities like banking area- the Libya Central Bank has decided to 
sell its share in Sahara Bank to France's bank- BNP Paribas (BNPP. PA)- the latter 
bought a 19 percent stake in Libya's Sahara Bank. In the near future, BNP will 
increase its shareholding to 51% (BNP Paribas 2009). 
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A. 3 Private Commercial Banks 
Private Banks are joint venture companies that are owned by individuals or 
institutions since establishing their activities. 
a) Commerce and Development Bank 
Commerce and Development Bank is a Joint Stock Libyan Company. In accordance 
with decree (1) 1993, the Bank was officially opened in 1996 to work in different 
banking services and provide modern approach (Central Bank of Libya, (2007). 
b) Aman Bank for Commerce and Investment 
Aman Bank for Commerce and Investment is the first private Libyan bank which 
was established in 2003 after the law (1) 1993. It has the only Internet banking 
facility in the country and the only one which offers effective accounts in foreign 
currencies. It has a Master Card contract and issues their own credit cards (Central 
Bank of Libya, 2007). 
c) Al-Wafa Bank 
Al-Wafa Bank was begun in 1997 as private bank concerned with banking services 
in Libya with three branches in Tripoli (Central Bank of Libya, 2009). 
d) Alcjmaa Alarabi Bank 
Alejmaa Alarabi Bank is a joint venture Libyan company, it was started based on a 
decision by the Ministry of Finance in (50) 2003 in the city of Benghazi and the 
bank expanded by opening other branches such as Tripoli and Misurata in order to 
be able to provide services to the largest segment of customers (Central Bank of 
Libya, 2009). 
c) Mediterranean Bank 
The Mediterranean bank was established in 1997 under the name of Benghazi Ahli 
Bank, a private local banking institution operating under the umbrella of the 
National Banking Corporation under the supervision of the Central Bank of Libya. 
The decision has been made to restructure the bank not only to cope with the new 
banking Law (1) 2005 , but also to adequately respond to the new structural and 
organizational changes and development resulting from recent economic reforms 
taking place in Libya (Central Bank of Libya, 2009). 
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f) Alsaraya Trading And Development Bank 
Alsaraya Trading And Development Bank was started as a small local private bank 
in Tripoli in 1997. The bank has expanded its activities with several branches 
(Central Bank of Libya, 2007). 
g) United Bank for Trade and Investment 
The United Bank for Trade and Investment was established according to decision of 
the Central Bank of Libya (58) in 2007, which is the result of the combination of 
three local banks ( Al Ahli Bank Alajafarh Sahel, Bank of Al Khumiss, Al Abli 
Bank Ajeelat). Since the establishment of the banks, it paid more attention to play 
an important role in financing different projects, to provide various kinds of banking 
services through its branch network which currently includes 10 branches. It seeks 
to use modern technology to enable its customers to use telephone and Internet 
services (United Bank for Trade and Investment, 2009). 
h) African Bank of Trade and Investment 
African Bank of Trade and Investment was established in 2007 as a private bank 
owned by a group of individual businessmen. Then according to its successful 
efforts, the bank has expanded its activities with several branches (The Central Bank 
of Libya, 2009). 
i) National Banking Corporation 
The national banking corporation was established in 1996 as a private bank 
specializing in various banking services via more than 27 small local banks across 
the country (The Central Bank of Libya, 2007). 
A. 4 Foreign Commercial Banks 
Foreign banks are not Libyan owned (even if shares or parent), in other words, they 
are banks working in the Libyan market but they are owned by neither Libyan 
individuals nor institutions. In this case there several foreign banks with 
representative offices which are waiting for permission from the Central Bank of 
Libya to start their businesses as bank branches, however there are only two bank 
branches: 
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a) British Arab Commercial Bank (BACB) 
The BACB was established in London in June 1972, BACB is a wholesale bank and 
a leading provider of trade and project finance for Arab markets. Building on a 
successful track record in the Arab Mediterranean region, market coverage has 
expanded steadily in recent years and the bank is also able to handle business 
throughout the Middle East. It started in the Libyan market in 2007 (British Arab 
Commercial bank, 2009). 
b) AiWaha bank 
AiWaha bank was established in 2007 as a private bank, however, the whole capital 
investment of AiWaha bank has been invested by Sahel-Saharan Investment and 
Trade Bank which is a foreign bank to supply all banking services in Libyan market 
(the Central Bank of Libya, 2007). 
B. Specialized banks 
Specialized banks are catering for special needs. These banks provide financial 
support to specific activities (e. g. industries, foreign trade, and investment ... etc). 
These banks are Agricultural Banks, Saving and Real-Estate Investment Banks, 
industrial banks, development banks, and export-import banks. The following will 
give a brief overview for Libyan specialized banks. 
B. 1 Saving and Real-Estate Investment Bank 
The Bank created under the provisions of Law (2) in 1981 as a Libyan joint venture 
company in the name of Savings and Real-Estate Investment Bank, owned fully by 
the Libyan government (Ministry of Finance) and under Central Bank supervision. 
The main target of the bank is to support construction and encourage savings and 
provide credit facilities in order to provide suitable housing in the context of the 
development plan (Otman and Karlberg, 2007). 
B. 2 Agricultural Bank 
The Agricultural Bank was established in 1955 and started operations in 1957. The 
bank plays a key role in the process of agricultural and economic development as 
the only financial specialized institution in the local agricultural sector to provide 
agricultural credit (Otman and Karlberg, 2007). 
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B. 3 Development Batik 
The establishment of the Development Bank was in accordance with Act (8) 1981, 
the main aim of the bank is to finance investment projects of economic feasibility in 
the areas of industry, tourism and service projects. In order to reach the bank's 
credit services to all Libyan areas and to create awareness among the Libyan 
citizens of the importance of the productive and service projects for the 
development of economy, twenty-seven branches have been opened in different 
regions of Libya (Otman and Karlberg, 2007) 
B. 4 Alrefi Bank 
The Alrefi bank was established in 2003 according to the Libyan social direction 
which aimed to assist people with limited income by providing loans to build their 
own productive projects instead of dependence on government benefit. In addition, 
it aims to contribute to growth in the national economy to increase national 
production and development of small productive projects, professionalism and 
service as well (Otman and Karlberg, 2007). 
B. 5 Libyan Foreign Bank 
The establishment of the Libyan Foreign Bank according to Law (66) 1972 as 
Libyan joint venture company and the law set up capital of bank by Libyan dinars 
and it is fully owned by the Central Bank of Libya, and authorized the Bank to work 
in various banking business abroad. The General People's Committee issued the Act 
(887) in 1988 to increase the bank's capital to three hundred million Libyan dinars, 
and in 2006 The General People's Committee has been paid, the rest of the planned 
increase to billion Libyan dinars (Otman and Karlberg, 2007). Based on economic 
database in the Central Bank of Libya's, and the review above regarding Libyan 
banking system, the figure (2-1) shows the current structure of the Libyan banking 
system. 
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2.4 Financial Indicators for the Libyan Banking Sector 
The policies of the Libyan banks have been supported by the Central Bank of Libya 
to develop their services to include all different banking fields and increase 
economic activities. So the most important financial indicators of banking sector 
(both commercial and specialized) during the current period (2001-2008) are shown 
in table (2-3). 
The pattern in the table (2-3) illustrates that the growth within commercial and 
specialized banks during this period and the following is comparison between the 
indicators of the 2001 with the same indictors at the 2008: 
1. The assets of commercial banks reached LD 42398.4 million by the end of 2008 
which was an increase of LD 29745.5 million (a growth of 235%) compared to 
2001, whereas specialised banks become LD 24395.7 million by 2008 which was a 
rise of LD16591.7 (development of 213 %) compared to 2001. 
2. The value of deposits in commercial banks totalled LD 35883.7 million and in 
specialised banks is LD 21150 by the end of 2008 which were 9127.6 and 4291.5 
respectively. Namely both commercial and specialized banks have improved their 
deposits by 293 % and 393 % respectively compared to 2001. 
3. The credit (loans) and investments within commercial and specialised banks rose 
to LD 9711 and 5561 million respectively by 2008 (a growth of 50% and 84%) 
compared to 2001. 
4. The capital and reserves in commercial and specialised banks went up to LD 
1895.7 and 1991.1 million respectively by the end of 2008 increasing by 
LDI 194.9 in specialised banks and 1136.1 million in commercial banks a growth 
by 150% for each banks). 
5. The deposits with banks abroad indicator is concerned only with commercial 
banks that have increased the deposits with international banks to LD 2.854 
million in 2008 which was 482 million in 2001, whereas specialised banks have 
not been dealing with foreign banks. 
6. The Contra accounts that include the documentary credits and letters of guarantee 
totalled LD 16219.7 million for commercial banks while there is no data available 
about specialised banks. 
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CHAPTER TWO---------------------- The Context (Of'The I. iht'an Banking Sector 
From the table above, it can be noted that the overall indicator for development of 
Libyan banks. the calculation of this indicator is that it equals the total of all 
indictors of each year to commercial banks and specialised banks. The calculation of 
this indicator is shown in the table 2-4 and figure 2-2. 
Table 2-4: Overall financial indicators for the Libyan banks (In Libyan Dinars/ Mil Lions) 
Indicators 2001 2002 2003 2004 2005 2006 2007 2008 
Commercial 
banks 31056.5 32862.2 34783.3 38598.7 46076.6 55776.6 76483.4 106111.0 
indicators 
Specialized 
batiks 16081.6 25568.7 31845.7 38489.9 46646.2 67482.5 75436.5 53097.8 
indicators 
Overall 
indicators 47138.1 58430.9 66629.0 77088.6 92722.8 123259.1 151919.9 159208.8 
Indicators include total of assets which are Assets+ Deposits 4 Credit & Investment + Capital & Reserves + Deposits With Banks 
Abroad + Contra Accounts 
Source: prepared by researcher based on the table (2-3) 
From the graph above regarding the overall indicator, it can be noted that the overall 
indicator has slightly grown during the period from 2001 to 2005, after that the 
growth has sharply increased. Accordingly, it might be the result that the Libyan 
banks have achieved some progress during the current period 2001-2008. 
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2.5 The Current Financial Crisis and Libyan Banking Sector 
According to Toporowski (2009) the current financial crisis is the credit crunch in 
banking sector across North American and West European markets. This credit 
crunch has taken place because banks or financial institutions have lent funds 
(deposits/savings) for repayment in long-term whereas those funds are borrowed for 
short-term which cannot be rolled over. The reason for this move is that banks might 
want to gain high profit which comes from the interest rate in the long-term. In 
addition, the credit crunch is a liquidity crisis, which needs to be distinguished from 
a solvency problem, where a bank's assets are less than its liabilities, so that if 
liquidated the bank could not pay all of its debts. The difficulty for bank regulators 
is that solvency problems in practice are indistinguishable from liquidity problems. 
Insolvent banks usually eventually experience illiquidity while even a solvent bank, 
if liquidated, may not be able to repay all of its obligations, because the price of 
assets are usually reduced by their forced sale (Toporowski, 2009). 
With reference to the impact of the current financial crisis on the economies of 
developing countries, the World Bank (2009) and Overseas Development Institute 
(2008) have set a number of basic parameters that give an indicator for the impact of 
the crisis on economies of developing countries, for example: 
1. Countries heavily dependent on external resources (e. g. remittances, tourism, 
and international aid) 
2. Countries heavily dependent on private capital flows (including FDI, portfolio 
and Development Finance Institutions) and particularly exposed to the volatility 
of capital inflows. 
3. Countries with exposed banking sectors and sophisticated but inadequately 
regulated stock markets. 
4. Countries with a high share of foreign-owned banks and foreign assets. 
In line with the above parameters, it could be concluded that Libya is an oil 
producing country which is not dependent on external resources like tourism, 
remittances, and international aid. In addition, although Libya has recently taken 
several actions for encouraging FDI to invest in different sectors, it is still at a low 
level. Furthermore, the banking sector and Stock Market in Libya are encouraged to 
improve their services and are taking some action towards market business and 
international interactions, but they are still at the initial stage of development, and the 
39 
CHAPTER The Context Of The Libyan Banking Sector 
amount of deposits with foreign banks is only about 3% of assets (the Central Bank 
of Libya, 2009). Moreover, the World Bank (2009) classifies Libya as one of 
countries that are low risk in the face of the current crisis and unlikely to be affected 
by the crisis (decelerating growth). Likewise, the economic interrelation with 
countries at the centre of the crisis, for example the US is very limited. 
2.6 Summary 
The aim of this chapter was to provide an essential part of the background to the 
study by presenting knowledge of the nature and characteristics of the banking 
system and Libyan economic environment, where banks have to operate. The first 
section of this chapter gave a brief review of the Libyan context in terms of location, 
population and history, also, it provided a review of the Libyan economy and the 
development plans. The second section of this chapter focused on studying the 
development of the banking system, including the background of development of 
banking sector in different periods which can be divided into three main periods: 
Firstly, the period from Ottoman to 1951, this time characterized by domination of 
foreign (colonized) banks for Libyan banking system. The second period is 
beginning from 1951 until 1969, when the banking system has been started and 
regulated the main feature of this period is that establishment of Central Bank of 
Libya. The last period is from 1969 to date, this period witnessed two directions, the 
former when the banking system was dominated by public ownership it reflected 
weak effectiveness and efficiency of the banking sector. Whereas the latter since 
1990's to date, in this time, the banking system has improved to make relatively 
good progress and it has adopted new policies to engage in the international market. 
Also, it has introducing the Libyan banking sector's structure and functions. The 
next section provided the financial indicators for the development of performance in 
Libyan banks during current period (2001 to 2008). In the last section, the chapter 
presents the potential effects of the current crisis of Libyan banking systems. 
From the above discussion, it can be concluded that the Libyan economy is a small 
in global terms and still in the developing stage with heavy reliance on oil as its 
main source of finance. Also, the Libyan banks play a major role in the Libyan 
financial market, which made significant development of its structure, ownership, 
regulations, and market. In addition, the overall financial indicator revealed that 
Libyan banking achieves the development of the level of its financial ability to 
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engage in the international market likewise local market which was becoming a 
competitive environment with mixed number of public, private and foreign banks. 
In order to cover issues related to the banking sector, the possible effect of the 
current financial crisis has been discussed. It was found that the Libyan banking 
sector is not immune from the current global crisis but for the moment it seems safe 
from the worldwide crisis in the short term. 
The following chapter will discuss literature in the field of performance 
measurements, highlighting the theme of financial and non financial performance 
measurements, and the main findings of research in the field. 
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3.1 Introduction 
Management accounting information provides internal and external users with 
financial and non-financial information, which is used for planning, controlling and 
making decisions for business activities. In addition, the ability of managers is 
crucially reliant on the availability of such information in order to operate 
successfully. 
Medori and Steeple (2000) argue that performance measurement systems are one of 
the central fields of management accounting which proivdes a basic role in 
controlling and evaluating the achievement of organisational objectives. Thus, a 
review of the literature shows an increasing emphasis on the design and 
development of performance measurement systems. 
The literature of performance measurement (e. g. Otley, 1999; and Hoque and James, 
2000) illustrate that the use of financial performance measures to enhance 
organisational strategy and to evaluate managerial performance, is still emphasised. 
However, others for example Kim et al., (1997); Chenhall, (1997); Kaplan, (1998); 
and Hoque et al, (2001) claim that the emergence of today's extremely competitive 
business environment, and the developments of new technologies such as the 
adoption of total quality management approach, have produced a need for 
developing performance measures in order to sustain a continuous improvement. 
Furthermore, the rising dissatisfaction and discontent voiced by a number of 
researchers (e. g. Eccles, 1991; Neely, 1999) regarding the excessive reliance on 
financial measures have resulted in more attention being given to the use of non- 
financial measures such as quality and customer satisfaction. In addition, Ittner and 
Larcker, (1998) stress that, for the aforementioned, new financial performance 
measures such as economic value added and cash flow return on investment have 
also involved a substantial amount of interest in management accounting literature. 
This chapter critically reviews the performance measurement literature which 
focuses on the use of financial and non-financial performance measures. Several key 
review questions have been used when examining the literature. These are: 1) What 
definitions of management control and performance measurements are in previous 
research studies? 2) What definitions of financial and non-financial performance 
measures are used in previous literature? 3) What is importance of the use of 
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financial and non-financial information for measuring and evaluating managers' 
performance? 4) What is the performance impact of using financial and non- 
financial information in performance measurement practices? This chapter is 
structured as follows: Section 3.2 analyses the definitions and theories of 
management control. Section 3.3 and 3.4 describe and analyse the developments of 
performance measurements. Financial performance measurements are presented in 
section 3.5. This is followed by section 3.6 which draws attention to the need for 
non-financial performance measurements. Finally, the conclusion provides 
concluding remarks on the whole chapter. 
3.2 Theory of Management Control: 
Control is a number of policies and procedures that are applied for directing, 
regulating, and coordinating business, administration, and other activities more or 
less to attain the target of the company (Simons, 1990). In addition, Otley and 
Berry, (1980) confirm that, control highlights the idea of directing and monitoring 
activities after appropriate action taken in order to achieve the firm's objectives. 
Furthermore, Arno et al, (1999) argue that control is one of most important 
management activities, because it follows plans which have been formed to 
accomplish the aims in the organisation. They add that organisations should assure 
that both managers and employees are seeking to achieve and to do so, organisations 
develop regulations which influence the actions of managers and employees to aim 
in objectives achievement. However the main aspect of the control system is how 
organisations could make sure that managers and employees operate to achieve the 
organisational goals (Otley, 2003). He concluded that there are two essential aspects 
of this problem. Firstly, how managers and employees could be encouraged to reach 
what is optimum for the organisation. Secondly, how could systems and practices be 
designed that would always indicate appropriate action and report when it has been 
attained. 
Control is a tool that managers utilize to ensure that the behaviours and decisions of 
employees within the organisation are consistent with the organisation's objectives 
and strategies (Merchant, 1998). Otley et al, (1995) state that a control system is an 
essential process in four main aspects: set goals, measure performance, compare 
performance with goals, and provide feedback to correct a variance between goals 
and performance. Merchant, (1998) classified controls into three categories. Firstly, 
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behavioural controls which are applied to situations where the actions and behaviour 
of individuals as they go about their work are the focus of control. Secondly, 
personnel and cultural controls that is according to support of the commitment in the 
direction of achieving organisational objectives, so that employees can become 
integrated with the framework of the organisational goals. Finally, results controls 
which include collecting and reporting information about the products of the 
business efforts. Furthermore, Merchant, (1998) also has identified the control 
systems by dividing them into two main typologies strategic control and 
management control. The former deals with the validity of the strategies of the firm 
in a changing environment, while the latter copes with issues about influencing the 
behaviour of employees. Moreover, the management control is aimed to supply 
useful information regarding planning, control, evaluation and decision making, 
therefore it includes collection of control devices which focus on internal activities 
(Kaplan, 1983). According to Drury (2004) management control is a form of result 
controls aspect which comprises monetary terms (revenues, profit and ratios) and 
non monetary terms as well (the number of customer deliveries) In addition, Drury 
(2004) also points out that results controls contain the following stages: 
1. Classifying the dimensions of performance should be agreeable with 
organisation's targets. 
2. Setting performance goals to specify every aspect of performance 
dimensions. 
3. Assessing financial and non-financial performance. 
4. Supplying compensations or punishment. 
Similarly, Chenhall, (2003) concludes that the management control systems focus 
on the provision of a broader scope of financial and non financial information to 
assist managerial decision making. However, the development of management 
control has evolved around activity-based costing systems, operational control 
systems and performance measurement systems (Kaplan, 1984). Thus, Olson and 
Slater, (2002) performance measurement is fundamental to the management control 
process for any organisation. 
From the discussion above, it could be argued that, in line with the importance of 
management control aspects, and the lack of studies in developing countries like 
Libya, this study will focus mainly on performance measurement systems aspect 
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namely the use of a set of financial and non financial measures for performance 
measurement and evaluation systems to bridge the gap in the literature. 
3.3 Performance measurement systems: concept and design 
In order to achieve the organisations' objectives, they mainly rely on performance 
measures to assess, to control, to make decisions, and to compare the performance 
of divisions, branches, and employees. Although performance measurement system 
is a fundamental topic which is frequently studied, it is still an ambiguous term, and 
there is no agreed definition (Otley, 1999). Thus it is essential to clarify its meaning 
more understandable and make it by reviewing the literature on performance 
measurement definitions. For example, the performance measurement system has 
been described as a process of evaluating the ability to achieve targets, including 
data on the efficiency with which resources are transformed into goods and services, 
the quality of production and outcomes, and the effectiveness of organizational 
operations in terms of their specific contributions to organizational objectives 
(Amaratunga and Baidry 2003). In addition, Marshall et al (1999) identify the 
performance measurement system as a progress of measures and collection of 
information to explain, record, and evaluate performance. Furthermore, Neely et al 
(1995) describe the system as the process of quantifying action, where measurement 
is the process of quantification and action is associated with performance. 
Moreover, they also recommend that performance should be defined as the 
efficiency and effectiveness of action, which leads to the following definitions: 
- Performance measurement is defined as the process of quantifying the 
efficiency and effectiveness of action. 
- Performance measures are defined as a metric used to quantify the efficiency 
and/or effectiveness of an action. 
- Performance Measurement System is defined as the set of metrics used to 
quantify the efficiency and effectiveness of action. 
Similarly, Lohman et al (2004) provide definitions for three phrases connected to 
performance: 
- Performance indicator or performance metric is a variable that expresses 
quantitatively the effectiveness or efficiency or both, of a part of or a whole 
process, or system, against a given norm or target. 
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- Performance measurement is the activity of measuring performance using 
performance indicators. 
- Performance measurement system is a system (software, databases, and 
procedures) to implement performance measures in a consistent and complete 
way. 
Also, Kaplan (1984) stresses that the performance measurement system is an 
information system that aims to supply financial details to assist managers make 
decisions. Browne and Devlin (2002) claim that the performance measurement 
system is a complete group of performance measures derived in a consistent manner 
according to a set of rules or guidelines. Otley (2001) declares that the term of the 
performance measurement system is used by different managerial levels to denote 
and to discuss every sort of issue and every aspect of business administration. In 
addition, it could be stated that performance measurement system is both very old 
and modern topic, all corporations measure the performance, but the difference in 
our day is in what they are measuring (Geanuracos & Meiklejohn 1993). 
Furthermore, the performance measurement system design as mentioned by Neely et 
al (1995) could be investigated at three levels, which are: 
- Individual performance measures levels: It includes the indicators to measure 
the efficiency and/or effectiveness of actions. These indicators can be 
categorised under a number of headings such as quality, time, delivery, 
financial and flexibility. 
- Performance measurement system level: It consists of a number of performance 
measures used to quantify both efficiency and effectiveness of actions as an 
entity (i. e. the performance measurement system). 
- Performance measurement system and environment level: lt shows the 
interrelation between the performance measurement system with the internal 
and external environment. 
In this study, the term performance measurement will be used in the context of 
measuring the performance of a business, and it will not include individual 
performances, because it is beyond the scope of this study. 
In term of the design of performance measurement system, Ittner and Larcker, 
(1998) argue that organisations have been faced vital challenge to design their 
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performance measurement system. Therefore, the number of criteria for designing 
performance measurement systems has been developed by some researchers. For 
example, Neely et at, (1995) identified a set of criteria for performance 
measurement system design whcih depend on several guidelines as follows: 
- Performance criteria should be selected from the organisation's objectives. 
- The target and calculation process of each performance criterion must be clear. 
- The ability of performance criteria to be comparable with other organisations' 
criteria. 
- Objective performance criteria are preferable to subjective ones. 
- Data collection and methods of calculating the performance must be clearly 
defined. 
- Performance criteria should be under the control of the assessed organisational 
unit. 
- Ratio-based performance criteria are preferred to absolute number. 
- Determining performance criteria should be selected through people who are 
involved in the organisation. 
However, the selection of performance measures has also been examined by several 
researchers. For instance Kaplan and Norton, (1992) argue that most organisations 
face difficulties in choosing their performance measures. Although there is a broad 
agreement that some kind of uniformly accepted performance measures are 
necessary, there appears to be no agreement on how such a system can work under 
different contexts and industries. It is evident in the management accounting 
literature that organisations utilise performance measures for a range of reasons: 
- To indicate where more or less effort is required (Euske et al 1993), 
- To examine activities in units and/or divisions and through time for identifying 
problems and taking corrective actions (Emmanuel et at, 1990 and Harper, 
1984). 
- To achieve planning, monitoring and control functions (Ghobadian and 
Ashworth 1993). Performance measures supply a reasonable basis from which 
to build plans (Harper 1984). 
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- To assist continuous development in key areas and to support behaviour in 
ways that would help maintain competitive advantage (Chenhall and Langf ield- 
Smith 1 998). 
- To support improvements in resource allocation and better decision making 
(Ghobadian and Ashworth 1993). 
- To highlight responsibilities and to determine the accountability of the 
employees and managers; and in particular, to notice inefficiencies with the 
help of management accounting information (Fitzgerald 1988, Ghobadian and 
Ashworth 1993) 
- To offer regular data for staff appraisal, motivation and rewarding (Emmanuel 
and Otley 1999, Ghobadian and Ashworth 1993). Performance measurement is 
perceived as one means of motivating people towards achieving organisational 
goals. 
Although there are several reasons for the utilisation of performance measures, 
overall it is considered to be an integral part of the management processes (Chenhall 
1997, Hilton 1999), and to identify areas of poor performance or opportunities so 
that better plans can be developed. 
In the same vein, Maskell (1989) suggests that organisations should take into 
account the following cluster of principles for designing a performance 
measurement system. Firstly, the measures should be directly related to the firm's 
strategy. Secondly, non-financial measures should be implemented. Thirdly, 
measures should be changed as circumstances change. Finally, the measures should 
be usable and provide fast feedback. In addition, Medori and Steeple (2000) provide 
a comprehensive review regarding various paradigms for designing performance 
measurement systems. In his review, he suggests four paradigms count on the most 
universal attributes shared in designing performance measurement systems. These 
are: (1) the system should relate to the organisation's strategy, (2) the system should 
be simple to understand, (3) the system should be non-financial but without 
excluding the financial measures, (4) the system should relate to customer 
requirements. 
Subsequently, Atkinson, et al, (1997) indicate that the performance measurement 
system should: 
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- Help the company evaluate whether it is receiving the expected contributions 
from employees and suppliers, the element of its internal stakeholder group, and 
the expected returns from customer groups. 
- Help the company evaluate whether it is giving each stakeholder group what it 
needs to continue to contribute so the company can meet its primary objectives. 
- Help the company evaluate its planning and the contracts, both implicit and 
explicit, that it has negotiated with their stakeholders by helping it evaluate the 
effect of secondary objectives on its primary objectives. 
- Guide the design and implementation of processes that contribute to the 
company's secondary objectives. 
The conclusion that would be drawn from the discussion above is that the criteria 
for designing performance measurements provide general guidelines for setting up a 
performance measurement system. In addition, these criteria are also different from 
one organisation to another, some of them are easy to implement and others are less 
clear. However, there is little consensus regarding definitions, methods of 
measurement, or even what should be measured. Also there is little explanation on 
how these criteria can be applied. In this context, for example, Neely et al (1996) 
conducted a study to investigate the use of structured processes for the design of 
performance measurement systems in the UK. The findings were based on a sample 
of over 850 companies showed that 32% of the sample use structured processes for 
performance measurement system design, while 68% of the sample used informal 
processes. 
Consequently, it might be said that there is no ideal criterion of performance 
measurement system design, the choice is often influenced by developments in the 
environmental. These developments include linking performance measures to 
strategy in order to cope with the changes in both internal and external 
environments. 
3.4 Chronological stages for developing Performance Measurements 
This section gives a brief understanding of improvement of performance 
measurement since 1900's until now. 
During the industrial revolution, Fleischman and Parker (1990) point out that profit- 
motivated behavior of capitalists was an important motivating force in management 
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accounting practice development. For instance, General Motors Company as 
multidivisional firm established in the 1920s and its performance evaluation system 
was guided, mainly, by financial measures, as a result of this, the majority of 
divisional managers worked under pressure to reach their financial targets, which in 
turn improved the operational performance (Johnson, 1983). In addition, the 
accounting department in General Motors Company has participated in developing 
many of the management accounting techniques which are still operated in the 
current modern organizations, such as budgeting, and return on investment amongst 
others that it used to improve its financial position (Kaplan, 1984). In addition, he 
also indicates that General Motors' reward system was very useful regarding 
compensating different organizational levels that participated in outstanding 
performance of the company. This reward system was assumed in monitor several 
specific financial performance objectives that, if achieved, would assist to 
specifying and then rewarding the performance of each departments/employees in 
the organisation. 
In the 1960's, the management accounting literature has focused on several 
quantitative models which can be used in empirical studies such as regression 
analysis, liner and non liner programming, hypotheses testing and decision making 
theory, These models were employed in all aspects of management accounting to 
solve some problems like difficulties in planning, evaluation of performance and 
controlling (Kaplan, 1984) 
Cooper and Kaplan, (1991); Kida and Smith, (1995); and Neely, (1999) argue that 
since 1970's until beginning of the 1990's managers were being provided with 
information related to financial values to be used as guidance for evaluation of 
performance and decision making process. However, from the mid-1980's and 
onwards, the use of financial measurement techniques have had several criticisms 
for example lacking strategic focus, and short-term driving inappropriate behavior 
(e. g. Kaplan and Norton, 1992; 1996). Furthermore, Otley, (1994); Fisher, (1995), 
and Neely, (1999) assert that the change in business environment like high 
environmental uncertainty, increase in competition, changing organizational roles 
and changing external demands were given other incentives for organizations to 
develop their traditional performance measurement namely financial techniques. 
Over this period, as a result of these multiple changes, non financial measures have 
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been developed to create forward looking performance measurement systems that 
address the needs of multiple stakeholders (Wilcox and Bourne, 2003). In addition, 
Eccles (1991) predicts that, in the near future, in order to take all these changes into 
consideration organisations should redesign their performance measurement 
systems. Otley (1994) suggests that the performance measurement system is an 
essential system for all firms as it helps to ensure that overall operating coherence is 
maintained and that the organization retains capability to survive in its uncertain 
environment. Moreover, Kaplan and Norton (1992) state that as a consequence of 
these changes, it could be misleading to focus on financial performance 
measurements such as return on investment and budgeting, consequently a 
combination of both financial and non financial measurements is required such as 
the balanced scorecard. 
Recently, several academics indicated some issues regarding the development of 
performance measurements. For example, Kennerley and Neely (2003) state that 
during the last two decades, there were remarkable changes in performance 
measurements, and these changes connected with the development of new 
technologies and the increasing complexity of organisations and markets. They 
divided factors that affect the use of performance measurements into two groups. 
The first group includes factors that cause change while the second group comprises 
factors that are barriers to change. Therefore, numerous organisations have 
redesigned their performance measurement systems to ensure that they reflect their 
environment and strategies. Furthermore, Euske et al (1993) declare that there is an 
agreement that performance measurement systems is a contextual defined 
phenomenon, namely, measures may have different importance and meaning in 
different organisations. 
It appears from the above discussion is that the development of performance 
measurements into two main periods: Firstly, the period which began in the late 
1920s' and went through to the 1980s, in this time, the main focus was on financial 
performance measures such as profits, and return on investment. Secondly, the 
period which started in the late 1980s, which is characterised by changes in the 
business environment. During this period, organisations started to face changes in 
their environment such as increase of competition through quality and low cost, and 
therefore, organisations began to change their strategic priorities to cope with the 
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high level of competition. In addition, they also began to implement new techniques 
in technology. In this phase, organisations started to use non-financial performance 
measures such as quality, and customer satisfaction. Also, Kennerley and Neely 
(2003) state the factors that affect (cause and /or barriers to change) of performance 
measurement, have received little attention in the performance measurement 
literature. 
3.5 Financial performance measurements 
3.5.1 The definition of financial performance measures 
The American Accounting Association (AAA) (1975) defines financial performance 
measurements, as part of a set of information which appeared in monetary units, and 
ratios resulting from mathematical calculations of information. Thus, these 
measurements can be defined as performance measures expressed in financial 
metrics (e. g. profits, budgets, return on investment, market share ... etc), which 
provide financial information. Emmanuel et al, (1990) argues that in order to 
support and coordinate the decision making process of the whole organisations, 
accounting information systems provide formal approaches of collecting relative 
data, and they offer quantitative and common measures to assess attainment relative 
to plan or to compare the department of the organisation. Doyle (1994) asserts that 
profitability is one of the most financial measures used to identify the organisation's 
success, and this measure has been applied by business for performance 
measurement. In addition, he claims that profit sometimes is a suitable measure 
however there are more often financial measures (ratios) such as earnings per share, 
return on investment, and budgeting, which are presented as financial measures that 
are used to compare companies/departments with others and/or over a period of 
time. 
Until recent times, scholars (e g Neely, 1999; Iloque and James, 2000; Browne and 
Devlin, 2002; Ittner et al, 2003; Mohamed and Hussain 2005; Ong and Tell 2009; 
Ismail 2007; Banker et al, 2004 and others) conclude that most organisations across 
many countries, are still relying on financial measures (such as profits, accounting 
returns, budgets) as of primary importance to evaluate the managerial and financial 
performance. 
In the UK, a survey of the use of performance measures by board members and 
executives in manufacturing firms found that financial measures such as financial 
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returns are of primary importance (LIMA, 1993). In the same context, Ycniyurt, 
(2003) revealed that in the UK, companies still consider internal financial measures 
more important than external market measures. In addition, Bouwens and Lent 
(2007) used a sample of US managers, to examine the use of various performance 
measures in determining the periodic assessment, bonus decisions, and career paths 
of business unit managers. Their findings suggest that financial measures are the 
most important aspect due to the fact that they create suitable incentives for 
managers with greater authority, while nonfinancial measures are used only in 
response to interdependencies. On the other hand, recently in developing countries, 
Ong and Teh (2009) studied the degree to which financial and non-financial 
measures of performance are used within Malaysian companies. Their findings 
indicate that although non financial measures are apparently in the best practices in 
some companies, the use of financial measures in the determination of business 
strategy is still a standard practice. In addition, Ismail (2007) examines performance 
evaluation measures across the private sector companies in an Egyptian context. The 
findings concluded that Companies rely on both financial and non-financial 
measures of performance evaluation. But the profit margin, as a financial measure, 
is also the most commonly used performance measure. In addition to customer 
satisfaction, as a non-financial measure is starting to be used for performance 
evaluation. 
Traditional financial performance measures (e g profits, budgets, and ROl) have 
been used for decades and are still used to provide objective results, and are mainly 
utilised as a rewarding and motivational tool (Horngren and Sundem 1990). There 
has been increasing recognition that the reliance on financial performance measures 
provide a limited perspective on the performance of a company. The main 
limitations identified were: short-termism, in particular of profitability measures, is 
determined as a handicap for businesses (Doyle 1994, Emmanuel et al 1990, 
Fitzgerald 1988, Kaplan 1983). Consequently, the literature of the 1990's supports 
the use of a combination of both financial and non-financial performance measures. 
This recommendation can be attributed to two reasons. The former is the limitations 
of financial performance measurements while the latter is the changing basis of the 
business environment. 
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3.5.2 Criticisms of Financial Performance Measures 
The selection of performance measures is one of the essential issues facing 
organisations. Performance measurement systems can involve an important function 
in evaluation systems, approaches to rewards, and developing strategic plans. 
However, managers think that the use of financial performance measures alone is 
incomplete, imprecise and lacks the ability to express the facts of the business and 
their environment. Moreover, some textbooks in management accounting, such as 
'Relevance Lost' in 1987 by Johnson and Kaplan, raised an issue and criticised the 
reliance on financial information in performance measurements. Since then, 
management accounting literature argues that practices, which were set up in the 
1920s', were still dominant in the 1980s'. Thus, management accounting 
information was inappropriate for managers' planning and control decisions. 
Particularly, many limitations are linked to traditional financial performance 
measurements have been recognized in the literature. In addition, various writers (e. 
g Geanuracos and MeikleJohn, 1993) described the most important criticisms 
associated with traditional financial performance measurements during the 1980s' 
and early 1990s'. The following is a summary of the main criticisms in the academic 
and professional literature: 
3.5.2.1 Financial measurements are too financially oriented: Kaplan, (1984) points out 
that, a firm prepares financial reporting for multiple uses for example to fulfil the 
law requires in addition to their own management reporting systems. Therefore, 
on the whole, traditional performance measurements are financial and focus 
primarily on the financial returns rather than the underlying success factors. 
3.5.2.2 Measures are too historical: financial measurements depend completely on 
historical information, which is available in financial reporting. The main aim of 
financial reporting is to deliver financial data to manager which had been taken 
their care. For example, cost accounting data has the ability to calculate the value 
added to capital employed over a period of time, but it fails to determine the 
critical success factors. In addition, companies that work in uncertain 
environments have affected their effectiveness by using financial measurements 
because a successful company's financial indicators do not often mean that 
company can be in the same financial position in the future (Neely, 1999; 
Geanuracos and MeikleJohn, 1993; Kaplan, 1984 and 1983). 
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3.5.2.3 Measures are too internal looking: many companies found their performance 
measurement system insufficient for providing information on either competitors 
or external operating conditions. In 1993, Business Intelligence conducted 
research to identify the performance evaluation's degree of consideration of 
external critical factors. They found that most companies did not practise 
benchmarking against their competitors and did not attempt to develop their 
marketplace (Geanuracos and MeikleJohn, 1993). The insufficiency of 
information in these two important areas limited companies' abilities to build 
long-term strategies for expanding their market share and defending themselves 
against competitors' strategies (Geanuracos and MeikleJohn, 1993; Johnson and 
Kaplan, 1987). 
3.5.2.4 Financial measures are short-term orientated: Financial measures evaluate the 
financial outcomes, these financial ratios are come from the previous year's 
financial reporting, which are both historical and short-term oriented. Corporate 
managers have the ability to expand and amplify financial ratios (Geanuracos and 
MeikleJohn, 1993). A management team may be encouraged to improve short- 
term performance ratios by acquisitions, mergers, selling fixed assets and other 
financial transactions that may improve the short-term performance. Therefore, 
the organisation's long-term performance would suffer from management 
disfunction in various ways (Kaplan, 1984; 1983, Hemmer, 1996). 
3.5.2.5 Financial measures focus on inputs: Companies could assess the costs for any 
given item relatively easily. On the other hand, they might not easily offer the 
same level of detail what they get from those costs or in other words, what their 
outputs are from those costs. Some companies do not pay any attention to their 
outputs and do not measure those outputs, which are the key factors to providing 
an image of all the enterprise's efforts (Neely, 1999; Geanuracos and MeikleJohn, 
1993; Kaplan and Norton, 1992). 
3.5.2.6 Measures are summarised in nature: Managers discovered traditional financial 
measures give sufficient information, but it is not always the accurate type of 
information. So, the usefulness of this information is limited and it does not 
provide not enough bases for taking remedial decisions. Especially, it is directed 
toward functions and the final results, not toward the processes of these results, 
and, therefore, financial measures are too summarised in nature. Consequently, in 
today's business world, the main action to improve this situation is to adopt the 
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accurate performance measures which are addressed toward the right critical 
success factors (Geanuracos and MeikleJohn, 1993; Kaplan, 1984; 1983). 
3.5.2.7 The wide diversity in business strategies employed by organisations such as 
quality, flexibility, and customer satisfaction cannot be controlled or monitored 
by using only the traditional financial performance measurements (Ghalayini and 
Noble, 1996). Also Giannetti et al. (2002) and Norrekkit (2003) have asserted 
that traditional financial indicators do not measure intangible assets. In addition, 
they are lagging indicators because they are not particularly useful for 
management accounting reports and operational performance assessment 
(Maskell, 1989; Eccles, 1991). 
Before discussing non financial measurement, it is vitally important to underline the 
changing bases of performance measurements. Bititci et al., (2002) conclude that in 
order to able to work in a competitive environment, organisations developed new 
and flexible approaches to the design of effective performance measurement 
systems. In addition, the efficiency and effectiveness of performance measurements 
should be monitored as a means of advancing competitiveness Drury (1997). In the 
same vein, Kaplan and Norton (1996) suggest that companies should utilize 
intangible assets which assist organisations in several aspects: Firstly, improve 
customer relationships that keep the loyalty of customers and gain new customers. 
Secondly, innovation of new products and services. Thirdly, provide good quality 
products and services as quickly at low cost, and finally, develop employees' skills 
and motivation for continuous improvements. 
Acknowledgement of the aforementioned limitations has led to views that the 
financial measures should be extended to incorporate the valuation of the company's 
intangible and intellectual assets, such as high quality products and services, 
motivated and skilled employees (via the measurement of human capital), 
responsive and predictable internal processes, and satisfied and loyal customers in 
order to reflect the assets and capabilities that are critical for success in today's and 
tomorrow's competitive environment (Burr and Girardi, 2002; and Kaplan and 
Atkinson, 1998). These types of performance measures could be categorised as non 
financial. Furthermore, in response to the above criticism, many academics, 
consultants and professionals advocated the necessity to use non-financial 
performance measurements (Keegan et al., 1989; Lynch and Cross, 1995). In 
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addition, several changes have contributed to the evolution of performance 
measurements and resulted in the need to use non-financial performance measures. 
These changes will be addressed in the next section. 
3.6 Non Financial performance measurements 
As discussed in previous sections, the reliance on financial measures of performance 
creates problems and is not sufficient for the changing business environment 
(Bhimani 1994). Kaplan (1983) argues that research to develop non-financial 
measures such as productivity, quality and customer satisfaction is needed since 
they can explain businesses' determinant of success better than the financial 
measures. Barchan, (1998) point out that corporations that selling intangible assets 
are facing troubles with the traditional financially oriented performance measures as 
a result of the difficulties in the financial assessment of the intangibles. Therefore, a 
system that can provide an accurate measurement of the intangibles of the 
businesses like banks is required. 
3.6.1 The definition of nonfinancial performance measures 
When the concept of the non financial measures has been established by 
performance measurement authors, the authors tend to do it by providing specific 
examples of these measures. For example, Lau and Sholihin (2005) and Kaplan and 
Norton, (1992; 1996; 2001; 2004; 2006) argue that non-financial performance 
measures are those measures that connect many performance perspectives namely 
the customer, internal business process, and learning and growth. However, and 
Ittner, et at (1997) Banker, et at. (2000) provide definition for non financial 
measures in more specific measures for instance product quality, customer 
satisfaction, and market share. In addition, in line with definition of financial 
performance measures by the American Accounting Association AAA (1975), it 
could be concluded that the definition of non financial performance measures is 
information expressed in non-monetary units and ratios. Therefore, customer 
satisfaction rate, service defect rate, time span rate, number of customer complaints, 
number of new customers, labour turnover rate and average flexibility are examples 
of non financial performance measures. Matthews, (1997) claims that the way used 
for defining non financial performance measures in the literature, that is to say, 
providing a list of the elements which fall under the concept as an extension of 
concept. 
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On the other hand, the number of measures that are put down in non financial 
performance measures is limited, in addition to this the use of a couple of examples 
may create confusion and misunderstanding. For instance, some researchers use the 
measure market share as an example of a nonfinancial performance measure (e. g. 
Banker et al, 2000), while others consider the same measure to be a financial 
performance measure (e. g. Morisette, 1998). 
From the above review of performance measurement literature, it could be noted 
that they are limited definitions that explain non-financial performance measures, 
for example Morisette (1998) highlights that non financial performance measures 
are defined in the literature in two aspects: Firstly, quantitative measures that are 
expressed as indicators excluding a monetary unit. Secondly, measures that result 
from mathematical ratios of pieces of information expressed in metrics other than 
monetary units. However, although the above definitions are provided as the most 
comprehensive, they have been criticised by some authors. Such as Stede, et al 
(2006) believes that this definition could be considered incomplete as it ignores the 
idea of qualitative or subjective non-financial information. In order to avoid 
disagreement, Franco-Santos and Bourne, (2005) defines non-financial performance 
measures as any qualitative performance measures, and any quantitative 
performance measure that are expressed in a metric other than a monetary unit, or 
that results from mathematical manipulations or ratios of pieces of information 
expressed in metrics other than monetary units. 
The main observation that can be made from the discussion above is that Franco- 
Santos and Bourne's definition is accumulated in the previous definitions in the 
literature, so that it has been adopted to assess and evaluate the relevance of non 
financial measures in this research, because it combines all aspects of the definition 
of non financial measures in the literature, in addition this definition has generally 
been accepted by most scholars. 
3.6.2 Reasons for using non-financial performance measures 
There are dissimilar set of reasons that are listed by scholars and practitioners in 
order to explain the use of non-financial measures to evaluate managerial 
performance. Fisher, (1995); Ittner and Larcker, (1998) argue that the main reason 
for using nonfinancial measures is according to the idea that these measures include 
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forward-looking details about performance on long-term that is unavailable in 
financial measures. In addition, many authors such as Behn and Riley, (1999); 
Nagar and Rajan, (2001); and (2005) provided evidence about non-financial 
measures which are valuable in forecasting the future financial performance. 
Ittner and Larcker, (2003); Kaplan and Norton, (2004); (2006); Neely, et al (2002); 
and Otley, (1999), for instance, suggest that another reason is the idea that the use of 
non-financial performance measures could accurately align the businesses of 
corporation with its strategic goals. The idea behind this is that non financial 
measures could offer strategic data regarding customers, internal processes, 
competitors, intangible assets, and so on which are difficult to reach with use of 
financial measures. Furthermore, it could be concluded that non-financial measures 
are very important because they deal with the causes and not the effects, for 
example, profit measures as financial measures show the effects of non-financial 
activities and achievements, but these measures do not identify exactly what it is in 
your business that you are getting right or wrong. Ittner and Larcker, (1998) and 
Neely, (1999) conclude that the changing business environment (e. g. increased 
customisation, flexibility, innovation and responsiveness) is an additional reason for 
the use of non-financial measures because the reliance on only financial measures is 
not proper for control of performance of an organisation. Consequently, both 
financial and non-financial performance measures together are required in order to 
cope with the complexity and uncertainty of today's business world. In addition, 
Lillis, (2002) and Stede et al., (2006) declare that according to the idea that managers 
have the motivation to focus on activities on which their performance is measured, 
on account of unmeasured activities, as a result of this a superior measurement 
diversity is being adopted as a way to decrease such dysfunctional effects. Hemmer, 
(1996) and Lambert, 2001) show that the use of non-financial measures to determine 
incentive can improve those measures to provide information on managerial action 
that financial measures cannot fully do. 
Although the above reasons are promoting the use of non-financial measures for 
performance measurement and compensation purposes, authors have also underlined 
possible disadvantages for using a set of measures to deal with business 
performance and compensation. For example Banker, et al, (2004); Lipe and 
Salterio, ( 2002); and Stede et al., (2006) provide evidence to explain that the use of 
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set of financial and non-financial performance measures could enhance systems 
complexity and might affect managers' abilities. Likewise, Ittner and 
Larcker, (1998) argue that the use of a set of financial and non-financial performance 
measures in incentives also make difficult in the process of assigning relative 
weights to the different measures. Furthermore, the use of multi-criteria measures 
may create internal problems because of the difference and incongruence of their 
objectives such as the conflict between increased innovations as non financial 
performance and other financial performance like reducing cost (Lillis, 2002; Stede 
et al, 2006; Wong-On-Wing, et al, 2007). Moreover, Chatterji and Levine (2006) 
also mention that the costs of the use of a set of financial and non-financial 
performance measures may be extensive. In addition, the introduction of further 
measures may reduce the importance of previous measures, which propose that 
additional measures might not always be advisable. 
Although researchers take into account all these shortcomings of the use of a set of 
financial and non financial measures, until now, the majority of previous studies 
support the use of multi-criteria performance measures, this is due to possible 
positive effect for using financial and non financial performance measures on firm's 
performance. 
3.6.3 The need for non-financial performance measures 
Fisher, (1995) emphasizes that early attempts at non-financial performance 
measures were utilised by firms that are trying to get competitive benefits rather 
than immediate cost savings. They concentrate on value-added products and 
services for customers. Customer-oriented firms desire the improvement of their 
performance measurement systems to use customer measures for assessing their 
organizational effectiveness and efficiency. Schiemann and Lingle, (1997), among 
others, conclude that firms' strategies are often oriented towards long-terms 
objectives-financial performance, unfortunately, the majority of financial measures 
reveal past performance which are not capable of anticipating the future. As a result, 
in order to survive in today's competitive business environment and to cover the 
limitations of financial measures, new practical steps are needed (Fisher, 1995). 
Therefore, an integrated set of measures (financial and non financial) relating one 
another should be better than one containing only financial measures since the 
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integrated set may supply more details about essential parts for an organisation to 
succeed. 
Many authors like Kaplan and Norton, (1992); and Olve, et al, (1999) conclude that 
there is evidence about numerous businesses which are altering their performance 
measurement systems to approve non-financial measures in order to review new 
competitive strategies. On the other hand, Schiemann and Lingle, (1996) found out 
that others businesses are still reliant on financial measures in their performance 
measurement systems which are lacking to determine the adequacy of their 
strategies and actions. Lazear, (2000) argues that many companies do not have 
measures in place related to employees, suppliers, customers and internal processes 
such as flexibility, adaptability, innovativeness and quality. Kaplan, (1984); and 
Fitzgerald and Moon., (1996) said that neglecting the key determinants of success 
happens by reliance by many organisations on short-term financial measures. 
Consequently, Fisher, (1992) suggests that, in this position, it becomes crucial to 
find quantifiable measures of the strategic objectives. Likewise, Schiemann and 
Lingle, (1996) indicates that performance measures, especially non financial, may 
align employees' interests with the strategy of the company, which is an important 
factor for achieving the objectives of the company. In the same line, McMann et al., 
(1994) conclude that in order to improve ability of company's competitiveness and 
achieve targeted financial performance, alignment of an organization's strategy, and 
performance measures is necessary. In other words, lack of alignment, among other 
causes, leads to two main problems: the first problem is that the expected 
organisation's objectives will not be reached, while the second problem is that the 
important aspects for success and measuring them will be ambiguous. 
3.6.4 The Importance of non financial measures 
Ittner and Larcker, (2003) report that the aims of performance measurements 
comprise aiding the allocation of resources; evaluating and communicating 
advancement toward strategic objectives; and appraising performance of managers. 
On the other hand, traditional financial measures (e. g. return on investment and 
return on equity) do not always support the future strategy due to their limitations as 
mentioned earlier in this section. Kaplan and Norton, (1996) and Ittner et al, (1997), 
among others, reveal that the argument in the appropriate literature is that the proper 
performance measures be reliant on the business strategy, these measures are non 
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financial measures which allow managers to be aware of the factors such as 
customer satisfaction that are essential to the organisation's long-term success. 
According to the National Association of Accounting (AAA) (1975) non financial 
performance measurements offer an important opportunity for managers to develop 
evaluations and operations systems. Such measures drive management's attention 
towards the entity's operations and better reflect the financial outcomes in the long 
term. In addition, Hussain, (2005) argues that the management accounting literature 
has recognised the significance of non financial measures to the performance 
evaluation systems, especially, in today's competitive environment. These measures 
are essential for driving of the long-term financial performance. In addition, Ittner 
and Larcker, (2003) emphasize that the use of non financial measures in 
performance measurement systems, managers be able to perceive the organisation's 
development well before financial statements are formed and assist them to control 
their resources; employees can gather superior information regarding any specific 
effort necessary to achieve strategic aims; and investors know how to get a better 
impression of organisation's total performance. Furthermore, performance 
measurements help managers to identify better performance, alter strategic target, 
build specific trade-offs between profit and investment, and create interaction 
gainfully when the organisational performance is weakening (Neely, et al 1994). 
Ittner and Lacker (1998) steers that managers tend to set greater emphasis on the 
financial performance measurements for evaluating the performance of business unit 
whereas they place on non financial performance measurements for assessing 
managerial performance. 
3.6.5 The Use of non financial measures 
Most managerial performance measurement is based on financial performance measures 
(Eccles, 1991). More recently however, there has been an increased emphasis placed on 
non financial performance measures such as customer satisfaction, employee 
satisfaction, productivity, product quality and market share in a wide range of 
organisations. These measures are timelier, compatible with organisational goals and 
strategies, flexible and dynamic and able to change when a market needs change. 
However, there are many non financial measures and a major problem for managers is to 
decide upon which measures to use (Medori and Steeple, 2000). 
63 
CHAPTER THREE-----------------------------------Performance Measurement Systems 
Ittner and Larcker (2003) suggest five steps that organisations should follow to make 
sure that they use non financial performance measures in a productive way to develop a 
causal model based on the hypotheses in the strategic plan); the first step is to collect the 
data, that is the record in the database should not be limited to financial measures but 
should extend to any information system like customer service. The second step is to 
turn data into information, this by use appropriate statistical methods for testing the 
causal model. The third step is to continually refine the model, which allows 
organisations to refine their performance measures and deepen their understanding of 
the underlining drivers of economic performance. The next step is to base actions on 
findings, that is mean that organisations should operate on the findings that appear to 
achieve the greatest financial results. The final step is to assess outcomes by determining 
whether the action plans and investment produce the desired results. 
Addel-Maksoud et al (2008) focus on the use of non financial performance measures in 
Italian manufacturing companies from six aspects of competition including quality, on- 
time delivery, customer satisfaction, and employees morale. They found that the most 
used non financial measures are related to efficiency, utilisation and product quality. 
The New York Times (1998) reported that the Ford Motor Company declared that it 
was going to reward its executives on non financial measures of customer satisfaction 
and operational measurement. Many academic studies have documented the use of non 
financial measures in different kinds of organisations and different countries such as the 
UK, the US, Japan, Germany, Canada and some Arab countries. 
3.7 The Relationship between non financial and financial Performance 
measures 
For a long time, it could be noted that organisational efficiency and effectiveness 
management have been significantly affected by performance measurements used. 
However, since development of fashionable performance measures non financial and 
performance measurement frameworks have gained more attention from both 
academics and practitioners, the important question is whether the non financial 
performance measures, in fact, provide an organisation's better profitability?. In the 
literature, the relationship between financial and non financial performance measures 
has been tested by many authors for instance Ittner and Lacker (1996) and Helmi, 
(1998) assert that the relationship between financial and non financial measures (e. g. 
quality and customer satisfaction) in performance measurement systems is positive 
namely the former complement the latter, and this relationship assists to improve the 
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future financial performance of organisation. In other words, indicators like quality 
and customer satisfaction as non financial measures, lead to financial performance. 
But, Hemmer, (1996) argues that the `cause and effect' relationship indicates non 
financial measures give appropriate and timely measures of managerial actions than 
financial measures, because financial measures do not reflect some aspects in long 
term of managerial efforts. Whereas non financial measures mainly applied to help 
managers refocusing on long term aspects of their efforts be better predictors of 
subsequent financial performance (AAA, 1975; Johnson and Kaplan, 1987). 
Consequently, non financial measures are good signals of managerial achievements, 
in addition to this they are very useful in evaluating managerial performance. 
Furthermore, (Kaplan and Norton, 2004) claim that the main assumption is that, in 
order to achieve better performance, organisations should place a greater weight on 
measures (including financial and non financial measures) of different nature. 
The relationship among non financial and financial measures has been extensively 
examined, for example Srinivasan (1997) finds that customer satisfaction as non 
financial measures is significantly associated with revenues and profit as future 
financial measures performance. Likewise, Anderson et al,. (1997) conclude that 
financial performance is positive connected with customer satisfaction. In the same 
line, Ittner and Lacker (1998) confirm that customer satisfaction measures are also 
linked with current and further market value as financial measures, however, it is not 
the case with contemporary accounting measures. Moreover, Anderson et al,. (1997) 
found evidence that higher customer satisfaction leads to a higher return-on- 
investment (ROI). In addition, Banker et al. (2000) employ a longitudinal approach 
of six years cases studies from eighteen hotel chain to get a better understanding of 
the relationship between non-financial and financial performance measures. They 
used customer satisfaction as non-financial performance measures. The findings of 
their study conclude that the non-financial performance measures are positively 
associated with future operational profit and revenues. But this is not always true 
with other financial measures such as costs decreased radically when the non- 
financial measures were higher. However, Nagar and Rajan (2001) observe that 
customer satisfaction (using number of complaints indicator) measure has a weak 
link with financial measures because the complaints measure is not often a real 
indicator of customer satisfaction. Behn, (2003) also examines the effect of the non- 
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financial measures (customer satisfaction, and market share) on financial 
performance. They conclude that non-financial performance measures are associated 
with current operating income, revenues and operating costs. Srinivasan (1997) and 
Ittner and Larcker (1998) test the relationship between customer satisfaction as non 
financial measure with different financial measures, in a sample of 73 bank branches 
at different levels. They found that the relationship gave mixed results namely higher 
customer satisfaction led to higher revenues per customer, higher revenue changes 
per customer, and higher future profit. In addition they show that customer 
satisfaction measures have a positive impact on future revenues, but the impact on 
costs, margins and return-on-sales is not significant. Furthermore, they indicate that 
disclosure for customer satisfaction information in the reporting had a positive 
impact on stock returns. Nagar and Rajan (2001) investigate the connection between 
financial and nonfinancial measures and the impact on future revenues. They proved 
that the changes in non financial measures (defect rate, and on-time delivery) are 
related to future revenues, but they did not confirm whether improving the non- 
financial measures does not lead to a higher profit. 
In addition, the implementation of non financial measures develop organisations' 
future financial and market returns (Said et al 2003), whereas Ittner and Larcker 
(2003) claim that companies that use non financial measures in their performance 
measurement systems create radically higher returns on asset and return on equity 
over a five year period. Ittner and Larcker, (1997) and (2003), and Iloque and James 
(2000) investigated the relationship between the use of non financial measures and 
business success, they reveal that organisations that their performance measurement 
systems include non financial measures are sharing the following characteristics: 
significant assets and capital productivity and strong market position or attempts to 
improve it. 
The improvement in non financial performance measures may cause superior 
income and shareholder worth. For example, companies select employee turnover as 
the main non financial indicators, supposing that high employee retention showed a 
high level of satisfaction and motivation which therefore may develop customer 
service and finally increase profit (Ittner and Larcker, 2003). In addition, the 
improvement of organisation's performance may occur when containing non 
financial measures into bonuses and other rewards systems (Eccles 1991). In 
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addition, Amir and Lev (1996) confirm that investors depend deeply on non- 
financial information for assessing investments in telecommunication companies, as 
a result investors focus on future potential profit over the negative existing financial 
results. The results from this study suggest that the financial measures alone have 
not any value significance of investments, they are only relevant in combination 
with non-financial performance measures. Furthermore, in managerial aspect, 
organisations that employ total quality management practices and implement 
compensation systems and information that emphasize non financial measures 
information are connecting with high financial returns (ittner and Larcker 1995). 
In conclusion, the basis of the above evidence in all studies seem to indicate that 
non-financial performance measures correlate in different ways with financial 
measures, and they could be good indicators for future or current financial 
performance. In addition, non-financial measures are found to be better predictors 
for financial measures such as revenues, costs and operating income, because non- 
financial measures are available earlier than financial data. It could be concluded 
that in order to build better performance measurement systems, it is fundamental for 
organisations to understand the relationship between non financial measures and 
financial measures, and to be aware that financial and non financial measures are 
complementing measures. 
3.8 The Role of Financial and Non-financial Performance and 
Evaluation Systems in Strategy Development and Implementation 
From the sections above, it can be noted that performance measures are essential to 
give executives the appropriate information they require to consider when making 
decisions. In addition, they allow them to assess the implementation of the strategy 
and the strategic actions that executives take to track the strategy. Thus, the 
timeliness of the measures is significant since executives can make their needs to 
have measure on time to give them helpful information for making decisions. 
However, Janakiraman, et al, (1992) maintain that non-financial measures offer 
more timely details than financial measures as many non-financial measures focus 
on the operations necessary to achieve the financial targets. However, highly 
accurate measures that give additional information over the current set of financial 
and non financial measures should be contained to motivate managers to act in the 
manner aligned with the firm's targets (Baiman, 1990). Demski, (1997) point out 
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that diverse measure are beneficial for a manager with the purpose of evaluating 
agents' actions since they are incomplete and there is no mcasurcable way to 
provide full information on the agents' actions, particularly, the financial 
information that firms hold is limited in nature and cannot reach everything that 
managers require for evaluation of performance targets. Hemmer, (1996) declares 
that the effect of performance assessment exclusively on financial measures that do 
not adequately achieve some the valuable activities is well documented in the 
literature. For instance, focus on financial measures short-term results may drive a 
branch manager to decrease cost by reducing customer service to improve short- 
term profit. This manner might lead to drop off in long-term sales and profits. 
Hemmer, (1996) comments that like this misallocation of managerial attention 
which aligns it with main needs could be avoided by emphasis on a set of balanced 
measures (financial and non financial measures). In addition, Holmstrom and 
Milgrom, (1991) argue that a choice or a combination of measures is crucial since 
reporting all the non-financial information is practical. But in some cases firms are 
subject to set more weight on non financial measures like market measures than on 
financial measures (Ittner and Larcker 1987). Banker and Datar (1989) examine the 
favourable relative weights that should be located in different performance 
measures. They identify that the sensitivity of signal is the extent to which the 
expected value of signal changes with the agent's effort used for the correlation with 
the other signals which may also change with the agent's action. Their findings 
indicate that this weight should be related to the sensitivity of those signals to the 
agent's actions and the precision of the signals given to that action. Otley, (1987) 
designates that control systems rely on organisation's environment and the strategic 
situation, in addition to this Moon and Fitzgerald, (1996) add that different strategic 
objectives, environments demand diverse performance measures. 
The characteristics of the performance measurement system that are the main 
drivers of a strategy implementation of an organisation highlight the requirement of 
measuring the right elements, therefore, the key achievement is to concentrate on 
the exact measures which underline the need of diverse measures for different 
strategic circumstances (Moon and Fitzgerald 1996). 
Empirical studies support these arguments, for example, Govindarajan and Gupta 
(1985) discover that strategy is a foundation of contingency for the design of control 
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systems, namely they realize that for organisations following "build" strategies, that 
pay attention to efforts which have long-term implications, a focus on long-term 
aspects had a positive impact on effectiveness, while for organisations following 
"harvest" strategies, that pay attention to efforts with short-term implications, a 
focus on long-term aspects had a negative impact. Furthermore, Vaivio, (1999) 
study is also one of the empirical studies that focused on the role of new 
performance measurement systems as drivers of strategy implementation. He finds 
out the appearance of non-financial measures in a customer-oriented firm within the 
sample is implementing total quality management practices. Therefore, the 
systematization of non-financial measures is an essential phase in the change 
process becoming a powerful vehicle for focusing interactive management control 
into the organization's strategic uncertainties. 
As discussed above, some managerial elements have been introduced to help 
managers improve their strategic performance measurement systems. Many 
successful implementations of new measurement systems have been reported 
(Kaplan and Norton, 1996,2000; Olve et al, 1999). Researchers have become 
increasingly interested in the classification of the performance measures. For 
example, Fitzgerald et al. (1994) organized performance measures along six generic 
dimensions, two of them related to "ends" or "results" - competitive performance 
and financial performance -, and four related to "means" or "determinants" - quality 
of service, flexibility, resource utilization, and innovation. Finally, academic 
investigation (e. g. Banker et al, 2000) has also grown become increasingly 
concerned with profit- linked models, obsolete measures of return-on- investment 
and profitability into measures of productivity, and other managerial dimensions. 
3.9 Multiple Measures of Performance 
Kaplan, (1983) and Kaplan and Norton, (1992) recommend that manager (and 
researchers) develop performance measurement systems in order to include non- 
financial information, such as productivity and quality data while retaining the 
traditional financial ratios. Otley, (1980) and (1994) argue that one single measure 
could not provides reliable evidence of the correlation between all stakeholders' 
satisfaction and firm performance. Many authors (e. g. Ittner et al., 1995; Kaplan et 
at., 1996) argue that organisations working within the service industry could not 
depend only on financial performance or non-financial performance indicators, 
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because of the nature of their productions which are intangible and rely on the 
human resource, as a result, that may create difficulties for measuring some aspects 
regarding the productions like quality, customer satisfaction. 
This new confirmation for using together financial and non-financial indicators has 
resulted in the development of techniques utilised multiple measures of 
performance, for instance, to name a few, Benchmarking, and The European 
Foundation for Quality Management and the Balanced Scorecard. 
Benchmarking is the systematic comparison of elements of the performance of the 
organisation against that of other organisations (Peters, 1997). Benchmarking could 
be internal and external. The internal is to compare the internal workings of one 
department/ branch, process, or practice within the same organisation, whereas the 
external compares organisations with their peers, chief competitors, or other 
organizations in the same industry (Peters, 1997). In line with Peters (1997), 
benchmarking can be divided into three overlapping categories: the First category is 
strategic benchmarking, which tries to compare and contrast the strategy and 
direction of the company. The second is process benchmarking, by contrast, looks at 
the methods, procedures and the business processes of the organisation. The final is 
statistical benchmarking, which is concerning performance measures and is used to 
distinguish, compare and/or monitor performance generally on a strategic, as 
opposed to operational, level. However, Jeneson, (1995) indicates that 
benchmarking is commonly derived from comparisons of quantitative data that may 
include a broad range of financial and non-financial measures, for instance return on 
investment, customer satisfaction and quality performance. But quantitative data 
only often gives rise to inadequate analysis in the absence of qualitative data that 
describes the importance or relevance of the measures used. 
The European Foundation for Quality Management was launched in 1991 (Li and 
Yang, 2003). The philosophy underlying this model is that customer satisfaction, 
employee satisfaction and the beneficial effect of society are achieved through 
leadership. This model seeks to make policy and strategy, employee management, 
resources and processes, leading to excellence in business results. Thomas, (1995) 
claims that organizations using the model believe its primary premise that 
performance measurement is central and multidimensional performance measures 
must be incessantly improved and refined. On the other hand, one of the most 
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popular techniques which emphasises the need for multiple performance indicators 
is the Balanced Scorecard (Kaplan et al., 1992). 
3.9.1 The Balanced Scorecard Framework 
Kaplan and Norton, (1992) developed the Balanced Scorecard, which provides a 
framework to support the use of both financial and non financial measures of 
performance, that is, in turn, authorizing the organisations to identify their strategic 
purposes through balancing four perspectives (financial, customers, internal 
business processes, and learning and innovation) to measure organisation 
performance. Taken together, the measures provide a holistic view of what is 
happening both inside and outside the organisation or operational level, thus 
allowing each department of the organisation to check how their activities contribute 
to achievement of the organisation's overall. The balanced scorecard framework 
includes identifying the key elements of processes, setting goals for them, and after 
that discovering method to measure progress in order to accomplish organisation's 
objectives. In addition, the balanced scorecard can assist the organisation to 
illuminate its strategy; communicate and link: strategic objectives and measures to 
plan; set targets and align strategic initiatives; and to enhance strategic feedback and 
learning (Kaplan and Norton, 1996). In addition, the balanced scorecard framework 
is system that measures both current performance and of organisation and drivers of 
future performance. Specifically, the balanced scorecard framework seeks to 
identify the critical economic activities of the company that generate current and 
future cash flows and to make a causal-effect model of the process by which the 
company creates profits by focusing on both financial and non financial indicators 
of organisation performance. The success of the balanced scorecard came from its 
ability to translate a organisation's strategy into a comprehensive set of performance 
measures (Kaplan et al., 1992). The framework is based on the principle that 
supplementing the traditional financial measures with non-financial measures of 
customer relations, internal business processes, and organisation learning and 
growth in order to identify what the organisation anticipates to obtain from and 
provide to the different stakeholder groups in exchange for those groups' continued 
contribution toward the organisation's pursuit of its objectives. Figure 2.1 identifies 
relationships and premises of the balanced scorecard. 
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Figure 3.1 The balanced Scorecard Framework 
Source: Kaplan and Norton, "Using the Balanced Scorecard as a Strategic J. Ilanagements. vstem" 
Harvard Business Review, January-February 1996, p. 76. 
Kaplan et al., (1996) and Ittner et al, (1998) argue that the framework is clearly 
based on the increasing acceptance of two related premises. The first is that future 
success involves providing superior value to customers, employees, and 
shareholders. The second is that attracting shareholder funds, employee talent, and 
customers are the three fundamentals of sustainable competitive advantage and 
superior returns to investors. Within the framework, four perspectives - financial, 
customer, processes and learning and growth represent the views of four essential 
stakeholders in any business. 
3.9.1.1 The Four Balanced Scorecard Perspectives 
Kaplan and Norton (1992), the Balanced Scorecard framework identifies four 
categories of measures to achieve balance between the financial and the non- 
financial, between internal and external and between current performance and future 
performance. The four perspectives (financial, customer, processes, and learning 
and growth/innovation) symbolize the views of four essential stakeholders in any 
business. 
The financial perspective, as reflected in financial measures, is the most traditional 
and still most commonly used measurement tool. Financial measures are valuable in 
conveying the readily measurable economic consequences of action already taken. 
Financial measures are typically focused on profitability-related measures (the basis 
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on which shareholders, in turn, typically gauge the success of their investments), 
such as return on capital, return on equity, return on sales, etc., (Kaplan and Norton., 
1992; Lipe and Salterio., 2000). These measures arc necessary for any organisation 
trying to measure performance for a number of reasons. First, reporting of financial 
measures is expected and governed under law. Second, reporting of some types of 
financial measures of organisation performance is required by institutional bodies. 
Third, reporting of financial measures is expected from all stakeholders and is 
ingrained in history as a way of framing and comparing organisational performance. 
The customer perspective typically includes several core or general measures 
derived from the desired successful outcomes of a well-formulated and implemented 
strategy. These core measures may include overall indicators such as customer 
satisfaction, customer complaints, customers lost/won, and on-time delivery 
(Kaplan, 1998; Kaplan and Norton 1997; and Light, 1998). Measures related to 
customers include customer surveys, sales from repeat customers, and customer 
profitability. Kaplan and Norton., (2001) state that the customer perspective is a 
centre of any business strategy which explains the unique mix of product, price, 
service, relationship, and image that an organisation to provides. This perspective 
identifies how organisations distinguish themselves from competitors to attract, 
retain, and deepen relationships with targeted customers. The importance of this 
perspective is crucial because it assists an organisation connect its internal processes 
to improved outcomes with its customers (Kaplan and Norton, 2001). Of the four 
balanced scorecard's perspectives, the customer is at the heart of any business and is 
critical to long-term improvement of organisation performance (Kaplan and Norton., 
1992). Heskett et al., (1994) point out the customer-based virtuous circle, whereby 
investment in employee training leads to improved service quality; which in turn 
leads to higher customer satisfaction resulting in increased customer loyalty, which 
increases revenues and margins. 
Internal business process perspective relate specifically to the operational 
processes of the business unit. Internal business process measures represent the 
perspective of the operations management within the balanced scorecard model. The 
internal process perspective is based on the notion that to satisfy customers and earn 
a financial return, the business must be efficient and effective at what it does. The 
internal process measures are typically based on the objective of most efficiently 
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and effectively producing products or services that meet customer needs. For 
example, such measures may include order conversion rate, on-time delivery from 
suppliers, cost of non-conformance, and lead-time reduction (Kaplan and Norton., 
1996). 
Learning and growth/innovation perspective represent the employees as part of 
the four perspectives used to measure performance with the balanced scorecard 
framework. The innovation and learning perspective is all about developing the 
capabilities and processes needed for the future. In the banking industry, for 
example, for a business to succeed not only must it effectively carry out daily 
transactions but it must also continually improve in terms of the value and cost of its 
offering. This innovation process can be measured in a variety of ways. These may 
include the speed of transactions, or the number of people involved in a particular 
transaction, etc. Again, the choice depends on what is critical for the success of each 
particular business (Kaplan and Norton, 1996). 
Acknowledging that performance measures relating to learning and growth are the 
most difficult to select, Kaplan and Norton (1996) suggest measures of employee 
capabilities, information systems capabilities, and employee motivation and 
empowerment as examples. 
3.9.1.2 Limitations of the Balanced scorecard 
As discussed above, financial measures alone are seen as having serious limitations, 
foremost among them being that they are backward-looking. But, many non- 
financial measures, including elements such as customer satisfaction and employee 
attitudes, can have similar drawbacks, particularly those non-financial measures, 
like service error rates, which are lagging indicators (Clarke, 1997). Similarly, the 
effectiveness of the balanced scorecard will suffer if the included non-financial 
measures are not linked to or aligned with the firm's strategic objectives (Kaplan and 
Norton., 1996). Kaplan and Norton (1996) concede these potential limitations and 
argue that "Scorecards built upon lagging, non-strategic indicators represent only a 
limited application of the full power of the balanced scorecard". 
The balanced scorecard is also weakened if too many non financial indicators are 
included, and some researchers have noted a tendency for the number of 
performance measures to increase over time with the resultant risk of weakening the 
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critical link between performance measures and organisational strategy (Gering and 
Rosmarin, 2002). 
Gering and Venkatramen (2000) conclude that the balanced scorecard can be 
ineffective or even potentially damaging if it becomes a "balanced brainstorm" or 
"grab-bag" of ideas to satisfy each constituency independent of common strategic 
objectives or, even worse, as a set of "scorecards", pitting different and sometimes 
conflicting indicators against each other and on an equal footing. 
In extensive criticism of the balanced scorecard, Norrekkit (2003) argues that the 
balanced scorecard's four pillars do not take account of all of an organisation's 
stakeholders, that it does not take account of competitor actions, developments in 
technology or, for that matter, any expected event, which makes it static rather than 
dynamic and thus fails to establish a basis for continuous improvement. This would 
be especially hazardous in environments classified as uncertain where there is a 
clear need for organisations to be flexible in meeting unexpected demands 
(Norrekkit, 2003). 
This lack of flexibility is further impacted by the fact that the research presented 
thus far has focussed on the application of the BSC to developed markets with little 
regard to its applicability to organisations operating in developing economies. 
Kotler and Kartajaya (2000) ascribe industry growth in most developing Asian 
economies to one of five elements -authoritarian government; state-led 
development; institutionalisation; Asian values (guanxi); and networks, such as that 
of overseas Chinese - and little research has been done on the applicability of 
Balanced Scorecard to such environments. 
Although the balanced scorecard assumes a "cause-effect" relationship between the 
measures of its four' pillars with learning and growth driving the internal business 
processes, which in turn drives the customer perspective leading to the financial 
indicators (Kaplan and Norton, 1996), this cause-effect relationship is not a given 
argues Norrekkit (2003). For instance, the relationship between high customer 
satisfaction and good financial results is tenuous (Gering Rosmarin, 2002; and 
Nonekkit, 2003). In fact, the causal links between all the four pillars is questioned 
given the lack of empirical findings (Norrekkit, 2003). 
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Companies seeking to increase their competitive advantage have to consider both 
business strategy and business processes, but as Kueng (2000) notes, the balanced 
scorecard theory's strength is its focus on a company's organizational units, such as 
strategic business units, not on business processes: "It looks at business processes 
only as far as they have a great impact on customer satisfaction and achieve an 
organization's financial objectives" (Kueng, 2000). 
Gering and Rosmarin (2002) in their review of how to correctly use the balanced 
scorecard note that the balanced scorecard empowers an organization by 
operationalising the strategy discussion and assuring accountability through well- 
defined results. With targets based on clear financial and non-financial indicators, 
the balanced scorecard helps to identify a transparent strategy that reduces the risks 
of delegation. But, they caution, if implemented wrongly, it can become a centralist 
trap. To avoid these pitfalls, they make a number of recommendations. 
Firstly, use balanced scorecard as a centralized control. Secondly, do not try and 
balance the scorecard as the core of the theory is to use financial measures and to 
supplement the lag measures with non-financial lead measures and long-term 
measures consistent with the corporate strategy. The company should make its goals 
clear and once the strategy has been operationalised, the company should not add 
new measures that affect the framework. Thirdly, do not use the balanced scorecard 
as a direct incentive system. Finally, allow middle management to participate and 
contribute in selecting the appropriate technology with appropriate cost. 
Norreklit (2003) points out that ultimately the balanced scorecard can only be as 
successful as the strategy that underpins it. But, even a well-defined strategy may be 
difficult to translate into specific relevant performance measures. Norrekkit (2003) 
also argues that mechanisms need to be in place to capture and incorporate the ideas 
of low-level managers into organisational strategy and that employee involvement 
or lack thereof in developing a balanced scorecard will influence the success or 
failure of implementation. But, he concedes that such a level of employee 
involvement is "inconsistent with the top-down approach control function of the 
balanced scorecard, whereby strategy and performance objectives are determined by 
upper management, "as articulated by (Kaplan and Norton 2001). 
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However, what about the scenario where performance objectives are not determined 
by upper management, but are dictated by other factors within the social network 
that organisations operate? Is the premise of the balanced scorecard of a multi- 
dimensional approach to performance measurement still applicable? 
It appears that despite the balanced scorecard acknowledgement that performance 
measures can only be successfully developed and applied when strategy is 
considered as a driving force, the factors which may influence the choice of strategy 
may override the choice of performance measures. It is therefore necessary to 
examine what factors influence the choice of performance measures if the 
applicability of the balanced scorecard across differential competitive environments 
is to be evaluated. 
3.10 Summary 
This chapter has highlighted the theory of management control and some concept 
regarding performance measurement systems. In addition it has reviewed the 
traditional performance measures and its limitation for measures performance, the 
need for non financial measures as complementary measures to financial ones, also 
this chapter dealt with the relationship between financial and non financial 
measures. Furthermore, multiple performance measures is reviewed in this chapter 
to be multidimensional in nature and has specifically reviewed that utilising 
frameworks encouraging this approach like the balanced scorecard, can provide real 
benefits to organisations. However, the review has also highlighted a number of 
limitations with the application, and research reporting on the application of the 
balanced scorecard. Firstly, it appears that much of the reports on the application of 
the balanced scorecard focus on organisations operating within developed markets. 
It would appear important then to add to this research, to provide a more balanced 
perspective, with additional data which examines the need for multidimensional 
performance management in developing country cultures. 
Secondly, the balanced scorecard contends that by examining organisational 
strategy, performance measures can be developed by management based on 
operationalised objectives. 
According to Kaplan and Norton (1992) the balanced scorecard translates a firm's 
strategy into a comprehensive set of performance measures and provides the 
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framework for strategic measurement and management. However, the balanced 
scorecard does not acknowledge that the measurement of performance is not always 
dictated by strategy which management sees as important. Often, especially in 
environments classified as uncertain, the decision-making power is shifted to other 
forces, which operates within the industry or organisation's social network. This is 
the premise of the institutional forces argument, which does not explicitly feature as 
a consideration in the premise of the balanced scorecard. 
It appears important, therefore, that a more extensive examination of what forces 
can influence the choice of performance measure be undertaken before a conclusion 
can be made as to whether the balanced scorecard needs to consider additional 
factors in recommendations on how it should be applied. 
The focus of the next chapter will be to therefore, review the contingency theory and 
factors, which primarily affect the design and use of performance measures. 
78 
CHAPTER FOUR 
PERFORMANCE MEASURES AND CONTINGENCY THEORY 
CHAPTER FOUR ------------------Performance Measures And Contingency Theory 
4.1 Introduction 
The management accounting literature presents numerous contingent variables 
influencing the different aspects of management control systems. As argued by 
some authors, for example, Chenhall, (2003) suggests that the contingency theory 
approach is essential for understanding much of performance measurements, due to 
contingent variables potentially involved in the design and use of management 
control systems (financial and non-financial performance measurements). The 
purpose of this chapter is to focus on clarifying the impact of contingent variables 
on observed uses relating to different types of performance measures. Therefore, 
this chapter deals with the concept of contingency theory and then contingent 
variables that influence the design and usage of performance measurements in 
previous related studies. Contingent variables that have been chosen for use in this 
study are highlighted and research hypotheses subsequently formulated. 
This chapter is structured as follows: the first section provides a brief review of the 
concept of contingency theory with its initial focus on contingency framework 
regarding performance measurements. It will highlight the strengths and criticism of 
contingency theory. The second section discusses the contingent variables adopted 
in this study, and their relationship with performance measurements. This is 
followed by a third section, which represents a summary and some concluding 
remarks. As this study is concerned with financial and non-financial performance 
measurements, the main emphasis of the study is on reviewing the literature on the 
contingent variables that are related to issues applicable to performance 
measurement. 
4.2 Theoretical underpinning 
The majority of prior research on performance measurement systems that studied 
impact of financial and non financial information is based on organisational theories 
such as contingency theory. The notion, mainstream and most important 
investigations of this theory are reviewed and summarised next. 
4.2.1 The notion of Contingency Theory 
In the early to mid-1960 the concept of contingency theory has been developed from 
organisation theory. However, it was only in the 1970's that the contingency theory 
has been adopted in the accounting literature, (Gerdin and Greve, 2004). Otley, 
(1980) states that the motivation for developing contingency theory in management 
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accounting research has came from the similar developments in organisational 
theory. According to Dent (2001) and Sorge and Warner, (2001) the emergence of 
the contingency theory is derived from a view that all organisation management 
structures have latent strengths and weaknesses, and that contingent factors (specific 
operating context) will draw out specific strengths and weaknesses. 
Waterhouse and Tiessen, (1978) argue that the contingency theory suggests that 
efficient organization structures and processes are dependent on an organization's 
context. In addition, Ezzamel (1990) assumes that organisational performance is 
contingent on the degree to which the structure (systems and processes) of the 
organisation connect with the prevailing internal and external contingencies 
environment. Furthermore, Chenhall (2005) points out that theorists of contingency 
theory have agreed that there is no universal solution for solving organisational 
problems in all different circumstances, as a result, an effective solution for these 
problems is contingent on characteristics of the organisation and its surrounding 
environmental circumstances. Moreover, the environment and some internal 
contingencies, such as technology, size and structure, appear to have the essential 
effect of internal organisational processes, systems, and decision-making. Also 
contingency factors that may affect the organisation's structure have been classified 
into four groups: characteristics of organisation (i. e. age, size); the technical system 
it uses; the surrounding environment; and its power relationships (Mintzberg, 1978). 
These contingent factors, which affect the organisational design and structure, are 
most likely to be significant and have an effect on management accounting practices 
(Including performance measurements) (Otley, 1980). He also concludes that 
changes in the accounting systems rarely occur from nothing, and successful 
managers quickly to these changes in the environment around the organisation (e. g. 
markets and technologies... etc), therefore, it is very important before implementing 
accounting and organisational changes to understand what is driving these changes 
in the environment around the organisation. 
In this regard, Haldma and LUts (2002) examine the importance and influence of 
organisations' circumstances on accounting systems. They found that effective 
design of an accounting system depends on its ability to adapt to changes in internal 
and external circumstances. Moreover, they add that in order to face the challenges 
of changing environment, organisations must always assess and develop their 
management accounting systems. Thus management accountants ought to 
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understand such changes by estimating and developing their management 
accounting systems to measure and evaluate their organisations; operational 
performance. Zimmerman, (2001) stresses that an accounting system should not be 
implemented merely because similar organisations used the same system; these 
organisations might be facing/reacting to a different set of external environment. In 
other words, particular characteristics of proper accounting systems depend on the 
specific circumstances in which an organization is operated (Otley, 1980). That is to 
say, the type of organisational structure is affected by its environment, size, the 
technology, strategy, etc. Moreover, since 1975, many management accounting 
researchers have used the contingency approach in their research. Contingency 
theorists (for example Waterhouse and Tiessen, 1978; Otley, 1980; Jones, 1985; 
Clarke et al., 1999; Haldma and Lääts, 2002; Gerdin and Greve, 2004) indicate that 
factors such as the environment, technology, and organisational size and structure 
impact on the choice of accounting and information systems. Therefore, it could be 
summarised that there is no universally appropriate accounting system that applies 
equally to all organisations in all circumstances. 
However, the question which is still under examination within recent management 
accounting research is that what these contingent factors that affect organisational 
change and how do they influence management accounting practices? Further 
empirical studies are required to confirm and clarify the impact of such contingent 
variables on management accounting practices. Therefore, this research will attempt 
to answer this question through an investigation the impact of selected contingent 
factors on the use of performance measures 
4.3 Contingency research bodies 
1 
There are several streams within contingency research. Lawrence and Dyer, (1983) 
for example, argue that the majority of contingency-based research studied 
organisational structure as the organisational characteristic that has to be aligned 
with organisational contingencies. This stream of research is known as structural 
contingency theory. However, there are contingency theories of many different 
organisational characteristics such as management information systems (e. g. Weill 
and Olson, 1989), Human Resource Management (e. g. Delery and Doty, 1996). 
There is also a specific stream of contingency-based research looking at reward 
systems (e. g. Balkin and Gomez-Mejia, 1987) and performance measurement 
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systems (e. g. Otley, 1980). The rest of this section focuses on the last specific 
stream of research because of its relevance to this study. 
In other context, Chenhall (2003) argues that there are many studies that have been 
carried out to clarify and explain the impact of contingent variables on management 
accounting practices, these studies can be divided into two groups: the first group 
involves those that use constructs that aggregate factors into broad dimensions, such 
as the 'stable- dynamic' and the 'Homogeneous-heterogeneous' nature of the 
environment for example, Hayes's study in 1977. While the second deals with those 
that identify particular factors of context such as organization size, structure and 
technology; and specific external environmental characteristics, like uncertainty, 
competition, and dependence between organizations, Bruns and Waterhouse study 
in 1975 is an example of this stream. Consequently, this study intends to adapt to the 
second group of studies since it aims to identify and examine particular contingent 
factors that affect performance measures in Libyan banks. 
4.3.1 Contingency theory of performance measurement systems 
Management accounting systems are a primary part of the control structure of 
organisations. Gordon and Miller, (1976) mentioned that the contingency theory has 
expanded to include almost of all the management functions (e. g. planning and 
control), this is by determining the contingent variables that influence the 
organisational design and accounting information systems. In line with this view 
Chenhall, (2003) points out that contingency-based research has a long tradition in 
studying management control systems. 
Management accounting research using a contingency approach has tried to connect 
the design of management accounting system with a set of contextual factors, for 
example, environmental uncertainty (e. g. Govindarajan and Gupta, 1985), 
technology (e. g. Chenhall and Morris, 1986), strategy (e. g. Simons, 1990), and so 
on. Fisher, (1998) claims that contingency research in the related literature has 
investigated the relationship between management accounting systems, contextual 
factors and organisational performance. Balkin and Gomez-Mejia, (1987) and Otley, 
(1980) argue that the contingency factors that have been examined in research of 
performance measurements, in general, are external environmental uncertainty, 
competitive strategy, organisational size, organisational structure and 
characteristics. In this context, several researchers have developed frameworks in 
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their studies that resulted in many findings emphasized in both management control 
and contingency theories, which would improve understanding of the connection 
between contingent variables and the management control systems. Otley (1980) 
concludes that although the contingency variables in frameworks are somewhat 
different, but these frameworks propose that managerial accounting and control 
ought be viewed as whole organisational control package comprising accounting 
information systems, performance measurement and reward systems, and 
organisational design, in addition to the performance consequences of these 
practices as a function of the firm's external environment, organisational objectives, 
and strategies. 
With regard to using contingency theory in control system design, Dent (1990) 
argues that several researchers have applied the direct relationship without 
considering organisational structure while other researchers have used 
organisational structure as an intervening variable. In addition, the organisational 
effectiveness has also been used as a dependent variable by several studies whereas 
other studies have not, both approaches are used but attention is required in 
following either approach (Chenhall, 2003). As an example of studies that applied 
organisational structure in their framework, a figure (4.1) shows representative 
contingency framework developed by Otley (1980). This framework explains how 
contingent variables impact on the management control technique either through 
those that are related to organisational objectives, or those beyond the organisation's 
control (see Fig. 4.1). 
Figure 4.1 A Contingency Theory Framework 
Source Otley (1980) 
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Otley, (1980) suggests that the relationship between the contingent variables and the 
accounting information system, without structure is inaccuracy. This maybe 
attributable to the same contingent variables may affect both on accounting system 
design and structure. In addition, he adds that it is not common sense to use 
organisational structure as the sole intervening variable between contingent 
variables and the choice of the accounting information system, and no single study 
had combined all four stages in the model shown in Figure 4.1. This framework was 
in line with previous frameworks developed by Hayes, 1977, who considered the 
potential of a straight relationship between accounting information design and the 
contingent variables, whether this relationship is alone or in combination with 
organisational structure. 
The discussion about contingency-based accounting control frameworks has 
therefore concerned whether organisational structure should be included as a 
contingent variable and also whether organisational effectiveness should be 
incorporated in the dependent variable. 
Merchant (1998) developed a general framework of contingency theory (see figure 
4.2) shows that wherein the contingent variables affect the design of management 
control system and the correlation between the contingent variables and 
management control system features will lead to different control outcomes 
(organisational performance). 
Figure 4.2 A General Contingency Theory Framework 
Source: Merchant (1998) 
Merchant (1998) indicates that managers ought to take in their account different 
contingent variables through they are designing, implementing management control 
systems. In addition, he adds that contingency framework is used in order to help 
managers to achieve organisational goals, this usage is contingent upon suitable 
design of management control system, and the suitability of management control 
system will be impacted by a set of contextual factors. Thus, Merchant's framework 
(1998) supposes that there is no universal best management control system which 
can apply to all organisations in different circumstances. In line with this Gordon 
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and Miller (1976) state that as a consequence of the contingent nature of well 
designed accounting information systems, they think that there is no one suitable 
control system which could be effective for all organisations in different situations. 
From the above mentioned frameworks, it could be concluded that no commonly 
appropriate management accounting systems (i. e. control system), and the selection 
of proper systems/techniques will be contingent upon situations surrounding 
organisations. On the other hand, Chapman, (1997) argues that contingency-based 
research has not yet developed a comprehensive contingency theory in management 
accounting. Consequently, it could be noted that there is no common comprehensive 
approach put forward by contingency studies. 
In different vein, some contingent factors have been reported in the literature of 
management accounting to affect the choice and design of management control 
system. Fisher, (1995) and Merchant, (1998) for example, claim that the personality 
of organisation has participated to a range of contingent variables, and this causes a 
complexity in studying each variable individually. Thus, Fisher (1995) classifies the 
contingent variables into five categories as follows: 
1- The first category comprises variables concerned with the external 
environment. This category has been widely used in contingency theory 
literature as the main determinant 'of organisational design (Waterhouse and 
Tiessen, 1978). Based on Drury (2004), the level of uncertainty is mainly a 
contingency variable under this category. Merchant (1998) points out that 
uncertainty is frequently investigated in management control contingency 
studies. In addition, Chenhall and Morris, (1986) argue that the environmental 
uncertainty is a significant contingent variable as it makes managerial planning 
and control more difficult consistent with the changeability in the potential 
processes. 
2- The second category is related to competitive strategy and mission factors. 
Strategy variables can include three aspects (Langfield-Smith, 1997). These 
aspects are: Firstly, corporate strategy that is concerned with determining the 
type of business to operate in and it is studied at the corporate level of 
organisations. Secondly, business unit strategy that is concerned with how 
organisations with a high level of functions compete within the industry. 
Thirdly, operational strategy that is concerned with how different functions in 
the same organisation continue in implementing competitive strategy. Whereas, 
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strategic mission is concerned with the stages of product life cycle (i. e. 
perspective, analyser, and defender). Langfield-Smith, (1997) adds that these 
aspects show the organisation's intended trade-off between market share growth 
and maximising profits. Drury, (2004) points out that the perspective strategy is 
concerned with improving market share more than maximising profits. The 
analyser strategy depends on maximising profits and cash flow more than 
improving market share. A hold strategy concentrates on protecting the existing 
market share and achieving reasonable profits. The defender strategy occurs 
when organisation starts to withdraw from the market. 
3- The third category of contingent variables is concerned with technology and 
interdependence. These variables were developed by the early contingency 
theorists such as Thompson (1967), and were used as essential contingent 
variables to study at structural level. 
4- The fourth category of contingent variables is concerned with organisational 
and industry variables such as organisational structure, size and kind. 
Organisation structure plays a major role in understanding management control 
system design (Chenhall, 2003). According to Merchant, (1998), the 
contingency theory literature illustrates that organisation characteristics (e. g. 
size) may influence the design of organisational structure and the use of 
management control systems. Furthermore, management control systems are 
different contingent upon the type of industry (Fisher, 1995). In this context, 
according to Drury (2004) manufacturing organisations are likely to design 
their control system in different ways than services ones. 
5- The fifth category of contingent variables is concerned with knowledge and 
observability factors. These factors are related to the types of control that are 
reliant on the knowledge of the transformation process. Drury, (2002) argues 
that this category is also concerned with relating the factors with the appropriate 
type of performance assessment. Furthermore, these factors examine the 
relationship between accounting information and uncertainty about objectives. 
However, Sisaye, (1998) stresses that these five categories could be either internal 
or external to organisations, and could influence the use and design of management 
control system organisational performance or effectiveness. Therefore, it could be 
seen that contingency theory has led to a continuing stream of studies looking to 
investigate the contingent nature of accounting. In addition, the application of the 
87 
CHAPTER FOUR ------------------Performance pleasures And Contingency Theory 
contingency theory framework to the analysis and design of organisational control 
systems has created a substantial amount of interest. 
4.3.2 Contingency Theory Strengths 
The broad review of the contingency literature argues that contingency framework 
attempted explore understanding broad issues of management controls. (Selto et at. 
1995) articulate that although there are some criticisms concerning contingency 
frameworks but it continues to be appealing and in use, and it is a suitable 
theoretical framework for performance measurement issues, because: (1) no other 
theory directly concerns fit state; and (2) despite criticism, the intuition behind the 
theory continues to be appealing (see Otley, 1980). 
Generally, several of the main advantages of the contingency theory can be 
summarised as follows: 
1. Contingency theory provides some possible explanations of the ambiguities and 
conflicted findings and results that exist in the universalistic approach (Otley, 
1980). 
2. Contingency theory attempts to explain how organisational control procedures 
operate and identifies optimal forms of control under different operating 
conditions (Covaleski and Dirsmith, 1996). In general, Otley, (1980) points out 
that contingency structure may provide a more comprehensive approach to the 
design and use of management accounting systems. 
3. Ezzamel and Hart, (1987) indicate that contingency theory consider 
organisations as open systems, so that organisations could import information, 
and other equipments from their environments, in turn, they were able to export 
some services and products to the environment. As a result contingent variables 
(e. g. environmental uncertainty) that affect organisations' systems are of most 
importance to examine and measure. 
4. A contingency theory of management accounting has a reasonable deal of 
appeal. It appears to provide a possible explanation for the variety of variables 
concerning management control systems in practice. Further, the importance of 
contingency theory to management accounting is being increased because of its 
interpretations and the development of its framework depend on well-defined 
variables addressed in the study, in order to explain how management control 
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system is influenced by different contingencies and how it is integrated into its 
wider environment of organisational control mechanisms (Otley, 1980). 
5. Child, (1975) reports that contingency approach confirms that contingencies 
must fit in a specific manner in order to achieve the optimal organisational 
performance. Thus, it has the ability for adjusting to new contingencies, 
whatever the type of organisation and its operating circumstances. 
6. Contingency theory provides the rational analysis base (Jones, 1985). Also, it is 
an empirical framework, which allows researchers to develop relevant 
hypotheses, then enables statistical analysis (Xiao et al, 1996). 
Thus, the next section discusses the limitations of contingency theory studies. 
4.3.3 Contingency theory critics 
Management control systems, which are considered to be a subsystem within the 
management accounting systems of the organisation, has been the theme of many 
empirical studies, however, it has been mainly criticised about issues regarding its 
empirical testing. For example, the major problem in contingency theory framework 
is the lack of correspondence between the way in which hypotheses are stated and 
then tested (Venkatraman, 1989). In Venkatraman's, (1989; 423) words: 
"although it is common for theorists to postulate relationships using phrases and words 
such as matched with, contingent upon, consistent with, fit, congruence, and coalignment, 
precise guidelines for translating these verbal statements to the analytical level are seldom 
provided'. 
Moreover, Ven and Drazin, (1985) declare that in the contingency theory literature 
there is an insufficient attention paid to the concept of fit where three different 
approaches were used (selection, interaction or systems). Furthermore, statistically, 
contingency frameworks have been criticised in how they use multiple regression 
analysis, in particular, with interaction effects, which has been inadequately used in 
research examining the impact of organisational contingencies on the design and 
implementation of management control systems such as budgeting (Hartmann and 
Moers, 1999). They propose that this difficulty seriously influences the findings of 
research papers and might also impact on the whole budgetary research paradigm. 
Overall, in order to make progress of contingency theory, careful consideration must 
be taken into regarding the methodologies used to empirically test their hypotheses. 
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4.4 Organisational Effectiveness 
According to Dent, (1990), and Ven and Drazin, (1985) organisational effectiveness 
was not included in many earlier contingency theory researchers, and these 
researches have only examined the relationship between contextual variables with 
the use and design of organisational systems. The reason for that may be 
organisational effectiveness is a consequence of fit between two or more contingent 
variables such as environment (Ven and Drazin, 1985). In addition, Donaldson, 
(1987) and Covin et al, (1994) point out that the concept of fit that identifies 
organisations are systems, and these systems' effectiveness depend on the existence 
of internally consistent and mutually reinforcing elements. In view of the fact that, 
an organisational system like structure is only one factor in organisational system, 
its content alone cannot guarantee organisational effectiveness. In other words, such 
effectiveness will bring from the structure being linked with other factors in the 
system like complementary organisation strategy, acquiring competitive advantages, 
supported technology, suitable management styles, effective incentive and 
compensation system and, and to somewhat, the predictability of the environmental 
uncertainty. On the other hand authors (e. g. Lawrence and Lorsch, 1967) have 
examined organisational effectiveness in their research design but in a narrow 
context which uses only the profit as a measure for organisational effectiveness. 
In this context, Venkatraman, (1989) defines fit as a match between two related 
variables, without reference to organisational effectiveness. Bergeron et al., (2001), 
for example, categorise the concept of fit as follows: (1) fit as moderation, (2) fit as 
mediation, (3) fit as matching, (4) fit as profile deviation, (5) fit as gestalts, and (6) 
fit as co variation. In the same regard, Ven and Drazin (1985) have categorised the 
concept of fit into three categorisations: First is the selection category; this 
determines contingency variables which most significantly affect the design of the 
organisation. The second category is interaction, this examines organisational 
effectiveness through the interaction effects of pairs of variables (contextual factors 
and design of organisation). While the last approach is systems approach, this asserts 
the multivariate fit between organisation design in simultaneous manner with many 
contingencies and organisational effectiveness or performance. 
According to Chenhall, (2003) there is no comprehensive definition for 
organisational effectiveness so that may cause a potentially problematic concept to 
define, and there has been a lack of the careful development of the concept of f it. In 
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addition, Ittner and Larcker (2001) mention that managerial accounting theories and 
frameworks did not give enough guidance on the accurate approach to measure the 
fit. Therefore, in line with Ven and Drazin, (1985); Donaldson (1987), 
Venkatraman, (1989); and Covin et al, (1994) it could be accepted that the 
interaction approach to fit and examine the organisational effectiveness, is more 
suitable for this study because it concentrates mainly on how contingent variables 
affect design of organisation, and how these pairs of context and design factors 
interact to explain organisational effectiveness or performance as defined by Ven 
and Drazin, (1985); and Venkatraman, (1989). So, interaction approach was utilised 
in this research to examine the organisational effectiveness. 
4.5 Contingency factors in performance measurements 
The literature covers a broad body of research investigating the various influences 
contingency factors on the use of performance measurements (as example for 
management practices) or compensation systems and effectiveness performance, 
(see for example Govindarajan and Gupta, 1985; Hoque and James, 2000; Olson 
and Slater, 2002; Ittner and Larcker, 2003; Hoque, 2004; and 2005, Said et al. 2003, 
and Stede et al. 2006). Govindarajan and Gupta (1985) studied the impact of 
business strategy, as a contextual factor, on the relationship between the reliance on 
non-financial information for incentive and the performance. They discovered that 
the strategy is an important factor which impacts on the use of financial and non- 
financial information for evaluating performance. Corresponding to these results, 
Olson and Slater (2002), and Hoque (2004) suggest that the association between 
measurement diversity and performance is dependent on business strategy. 
Hoque and James (2000) study the association between some contextual factors 
(organisation size, product life-cycle stage, and market position), the use of financial 
and non-financial performance measures, and organisational performance. They 
carried out a survey of 66 Australian firms result that use financial and non financial 
measures influenced by contextual factors. In addition, In this case also, Said et al. 
(2003) investigate 1441 firms about the implications of the use of multi-criteria 
measures in compensation contracts on current and future performance. They 
suggest that the firm's operational and competitive characteristics have affected the 
use of multi-criteria performance measures and in turn the relationship between 
multi-criteria measures and firm performance. Further, Stede et al. (2006) survey of 
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128 firms regarding this issue, they report that more extensive performance 
measurement systems, including non-financial measures, have a higher 
performance. 
Briefly, the impact of using financial and non-financial performance measures 
seems to be highly impacted on by contextual variables such as business strategy 
(e. g. Olson and Slater, 2002, and Hoque, 2004), environmental uncertainty (e. g. 
Noque, 2005), and other firm's operational and competitive characteristics (e. g. Said 
et at., 2003). As a result of the previous debate of an extensive range of prior 
literature regarding performance measurement system following a contingency 
perspective, several vital contingent variables will be investigated in this study. The 
contingent variables addressed are organisational strategies, organisational structure, 
competition, technology, advanced management practices (TQM), and business risk 
(environmental uncertainty) along with the organisational size as an expected 
intervening variable. The variables were chosen for two main reasons: Firstly, these 
variables are important based on the broad range of contingency theory and 
management accounting literature. Secondly, because these variables are more 
suitable for the environment of study i. e. Libya as developing country. Therefore, 
this study attempts to define these contingent variables, in line with Otley (1980). 
Otley (1980) states that results of previous studies were conflicted. They were ill- 
defined and measured, and were not comparable to explain the contingent variables' 
effect of the use of managerial accounting systems. 
In addition, the contingency theory literature has been mainly concerned with firms 
in manufacturing industry, but this research focuses on the use of performance 
measures in organisations operating in the banking sector. The following section 
explores the relationship between performance measurements and the contingent 
variables based on a review of the empirical and theoretical studies. 
4.5.1 Business strategy 
Dent, (1990) states that the broadly range of previous literature have taken business 
strategy as a vital contingency factor. Several classifications of business strategy 
have been used in the literature ranging from the general to specific. The most 
universal classification was developed by Miles and Snow's (1978). This model 
provides a framework for conceptualizing different strategies. Then the framework 
became the basis for many subsequent studies. Miles and Snow (1978) proposed 
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four strategic types including prospector, defender, analyser, and reactor strategy. 
The Prospector type continually develops new markets/products by emphasizing 
flexibility in its technology and structure. By contrast, the Defender type has a 
narrow product market domain, a cost efficient technology and a specialized and 
formalized structure. While the analyser strategy is a unique combination of the 
Defender and Prospector types. And the final is the reactor , which 
is characterized 
by inconsistency in the way it responds to change in its environment, which implies 
lower performance and instability. In this context Gerdin and Greve (2004) state that 
three of Miles and Snow classifications, namely prospector, analyser, and defender 
strategies, are stable forms of organisations. In addition Miller and Friesen, (1983) 
argue that an organisation should follow one of these strategies, in order to be an 
effective competitor in its industry, otherwise organisation will not be quick to take 
action for opportunities and is possible to be an ineffective performance in its 
industry. 
In the same context, Guilding (1999) provides evidence that a strategy is an 
essential determinant of control systems and performance measurement. He 
discovers that organisations follow prospector strategy will be more useful in 
making a greater use of competitor assessment systems and perceive these systems 
than organisations follow defenders. Moreover, Ittner et al, (1997) found that 
organisations that following the prospector strategy make greater use of non 
financial measures than organisations following defender strategy. In this line of 
thought Anderson and Lanen (1999) carried out an investigation to explore the 
evolution of management accounting practices in India. Their findings mention that 
prospectors focus more on non financial performance measures such as customer 
satisfaction, market share and competitors' performance than defenders. In addition, 
Gosselin (1997) concludes that prospector strategy is connected to managers' 
decisions to adopt an activity management approach. In addition, Simons (1987) 
carried out a survey to investigate the association between accounting control 
systems and business strategy. He points out that prospectors gave emphasis to 
fostering individual creativity and innovation while defenders put heavier reliance 
on formal accounting procedures, especially those related to cost control. The results 
of the study revealed that prospectors pay high attention to data forecasting in 
control systems, setting tight budget goals and monitoring outputs, and also they use 
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their financial controls more intensively. Whereas defenders apply their control 
systems less intensively also tending to have little changes in their control systems. 
In addition, defenders award for the achievement of budget targets. These findings 
are relatively unexpected since they are diverse from the propositions of Miles and 
Snow (1978) who argue that defenders emphasise controls mainly on cost while 
prospectors utilize performance measures more individually. On the other hand, 
Morisette (1998) states that there is no relationship between financial and non- 
financial information in the strategy of the business, in which strategy are measured 
by the prospector versus defender. 
By contrast, another common classification developed by Porter (1985) who asserts 
that an organisation could develop a competitive feature by adopting one of the 
following strategies: the first strategy is cost leadership, which implies that the 
organisation aims to become the lowest-cost producer in its industry. The second 
strategy is differentiation, which focuses on providing products or services that 
customers perceive as being unique. While the third strategy is focused, this 
dedicates itself to a segment of the market that has special needs that are poorly 
served by the competitors. In line with Porter (1985) classification, Govindarajan 
(1988) notes that high performing organisations follow a low cost strategy awarded 
for the achievement of budget targets. Moreover, Gupta (1987) found that non 
financial performance evaluation was suitable for organisations following a 
differentiation strategy. In a different vein, traditional (financial) performance 
measures are important and appropriate for organisations following a low cost 
strategy. The adoption of sophisticated performance measurement systems should 
be taken into consideration in the type of strategy of the business unit (13rignall, 
1997, and Guenther and Gruening, 2002). For instance, cost leadership strategy 
requires different performance measurement systems compared with quality leaders, 
while the use of non-financial performance measures might be more convenient for 
a differentiation strategy compared with a low cost strategy. 
Empirically, Stede et al. (2006) made a survey of 128 Belgian and US managers, the 
findings of this study found that there is no connection between business strategy 
(i. e. differentiation versus low-cost) and the raised use of non-financial measures. In 
addition, the customer-oriented as non-financial measures are used more with a 
differentiation strategy. In the same situation, Chenhall and Langfield-Smith (1998) 
applied Porters strategies to distinguish the advantages from several management 
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accounting practices. One of the study results revealed that organisations following 
a differentiation strategy to get high benefits from new management accounting 
techniques such as balanced performance measures. However, organisations 
following a low cost strategy gain benefits from traditional accounting techniques. 
Furthermore, the choice of strategy influences the design of non-traditional results 
controls within the management control system, in addition to this organisations try 
to add non-traditional controls into their traditional management control system 
(Widener, 2004). This finding is consistent with the idea of the balanced scorecard. 
Other researchers (e. g. Otley and Wilkinson, 1988; Langfield-Smith, 1997), 
however, indicate that the impact of business strategy on control systems design is 
unclear and the knowledge of this relationship is limited. 
Briefly, those classifications of business strategy could be summarised into several 
groups, which are: the first group of strategy is a "defender", or "cost leadership" 
strategy which focuses on being the low cost producer of a narrow product range, 
while the other type is a "prospector", or "differentiation" strategy focuses on being 
first-to-market with a variety of innovative products or services (e. g., Miles and 
Snow, 1978; Porter, 1985). Furthermore, Ittner and Larcker (2001) argue that this 
simple continuum misses the multi-dimensional nature of strategic choices. There 
are viable strategies, other than strict defender or prospector, such as providing 
higher quality than competitors, differentiating products through image, superior 
customer service, or focus on a particular market niche, or being more flexible in 
responding to customer demands or copying competitors' innovations (Miles and 
Snow, 1978; and Porter, 1985). 
In general, the impact of business strategy on the use and design of management 
control systems is well documented such as Chenhall, (2003) who finds out that 
business strategy is recognised as an important variable in the contingency 
literature. In addition, Gosselin, (1997) suggests that the need for management 
accounting innovation is influenced by the type of adopted strategy. In addition, 
Otley, (1980) asserts that control systems need to be designed particularly to fit with 
the adopted business strategy in the organisation. More specifically, Abernethy and 
Lillis, (1995) conclude that the select of performance measures is contingent upon 
business strategy. Furthermore, Cauvin and Bescos, (2002) indicate that the nature 
of performance measurement system is different according to orientated strategy. 
Also, Ittner and Larcker, (2003) studied the data obtained from 140 senior managers 
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in the financial services industry, their findings reveal that the type of strategy 
influences the range of use financial and non financial performance measures. 
Moreover, Hussain and Gunasekaran, (2002) point out that the use of non financial 
performance measures is to reach long term competitive advantage and these 
measures rely heavily on the strategy and goals of management. However, Otley 
and Wilkinson, (1988); and Langfield-Smith, (1997) argue that the literature 
regarding the effect of business strategy on control system design is controversial 
and unclear. Thus, there is a need for empirical studies to explore how performance 
measurements may be used under different strategies. This research attempts to 
explain further the impact of business strategy on the extent of use of performance 
measures. As a result of this, it can be expected that banks that follow a prospector 
strategy are more likely to use a set of performance measures by placing more 
emphasis on non-financial performance measures. Conversely, banks following a 
defender strategy are less likely to use traditional performance measures. Therefore, 
the following proposition is proposed: 
Ill: There is an association between the typology of business strategy 
and the extent of performance measures used within the Libyan 
banking sector. 
4.5.2 Organisational Structure 
The organisational structure is regarded as an important element in the internal 
context that affects the design of management accounting systems. There are 
various definitions and differences of organisational structure. For example, 
organisational structure is the way in which an organisation is differentiated and 
integrated. The former is concerned with the extent to which sub-unit managers act 
individually, while the latter refers to the extent to which sub-units act in ways that 
are in harmony with organisational goals (Lawrence and Lorsch 1967). In addition, 
Mintzberg (1979) identifies structure as the set of the directions in which an 
organisation separates its labour into distinct tasks and then achieves co-ordination 
among them. Moreover, Schein (1988) defines structure in terms of hierarchical 
dimension, functional dimension, and inclusion and centrality dimension. However, 
Schein's 1988 framework primarily explains formal structure in the organisation, 
and does ignore the informal one that refers to the relationships that flow behind the 
organisational chart. This informal structure, or informal relationship, plays a vital 
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role in many new forms of organisations such as network or knowledge-based 
organisations. 
In other definitions, efficient management procedures are dependent on several 
characteristics of organisation structure for instance centralization, procedure 
specification, or autonomy. In this sense, Waterhouse and Tiessen (1978) suggest 
that in order to identify issues related to organisational structural variables such as 
procedure specification and centralization of authority, there is a need to consider 
the authority distribution, which is normatively expected within an organisation. 
They argue that authority is given to individuals and groups in order that they may 
reach ownership targets. The granted authority to individuals within organisations is 
noticeably different and the form of granted authority is one of the vital elements of 
organisation structure. They added that the form of authority distribution is typically 
described in vertical terms, existing on a continuum ranging from centralized to 
decentralized. In the same context, decentralization has been defined as the granted 
authority to individuals in different managerial levels within the organisation in a 
broad scope of organisational activities, which provide the chance to those 
individuals to exercise their authority in order to develop and implement policies or 
procedures (Waterhouse and Tiessen, 1978). In addition, they concluded that, in this 
sense, the requirement for a management control system emerges as the objectives 
of the individual which is may differ from those of the organisation because of 
differential self interest. In this case, they clarified that the management control 
system will play a key role in monitoring this authority. For this, Waterhouse and 
Tiessen, (1978) stress that the kinds of activities or actions over which individuals 
have an authority should be determined before the idea of decentralization can be 
adequately operated. Furthermore, organisational structure mirrors systems which 
include organisation's elements, relationships between these elements, and relations 
as a whole that shape one unit (Checkland, 1999). In addition, they added that 
organisational structure also not only includes elements such as individuals, groups, 
teams and hierarchical departments, but also other elements for example the 
relations between organisational components. 
From the previous definitions it could be noted that organisational structure 
principally includes a couple of contrasting needs, differentiation and integration of 
tasks to attain organisational objectives. In a different vein, Chenhall, (2003) 
denotes that the importance of including organisation structure in contingency 
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research is brought from its impact on many aspects in organisation's systems (the 
control systems, information flows, efficiency of work, and the motivation of 
employees). Otley, (1980) argues that the selection of organisation structure in 
contingency studies has been broadly used in the early contingency research to 
investigate the relationships between structure and contingent variables such as 
external environment, technology and size. Furthermore, contingency research has 
concentrated on the suitable fit between organisation structure and the environment 
(e. g. Burns and Stalker, 1961), technology (e. g. Thompson, 1967) and size (e. g. 
Chenhall, 2003). Therefore, it could be noted that organisation structure has 
identified as a key variable in estimating contingency relationships between the 
management control system and the contextual factors (Chenhall, 2003; and Franco- 
Santos and Bourne, 2005). 
Considerable attention has been paid to the choice of performance measures. Ittner 
and Larcker, (2001) found several studies have examined the association between 
the organisation structure issues and performance measures. Researchers (e. g. 
Waterhouse and Tiessen, 1978) claim that decentralisation is a suitable response to 
dynamic environments and that broad scope, non-financial information is needed. In 
the same context, Hayes and Abernathy (1980) found that performance measures of 
highly interdependent sub-units were most useful when they include measures to 
assess managers' reliability, co-operation and flexibility. In addition, the relationship 
between structure (measured by the proportion of time spent in teams) and the use 
of financial and non financial measures is a positive relationship (Scott and Tiessen, 
1999). Similarly, Chia (1995) conducted research to examine the relations between 
decentralisation and management accounting systems information and their impact 
on managerial performance. Their studies showed that the greater the degree of 
decentralisation is the greater positive impact of the sophistication of management 
accounting systems in terms of scope, timelines, integration and the level of 
aggregation on managerial performance. Damanpour, (1991) asserts that 
organisational structure according to mechanistic/organic categories influences the 
ability of an organisation to effectively adopt and implement an innovation. In this 
context, Burns and Stalker (1961) say that mechanistic organisations (i. e. those less 
open to individual initiation and discretion) are less likely to try innovation than are 
organic organisations. In addition, Gosselin (1997) examines the factors that 
influence the adoption and implementation of a new innovation in management 
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accounting (activity-based costing system). The investigation finds that mechanistic 
structures (vertical differentiation) facilitate the adoption of management 
accounting, also centralisation and formalisation were associated with implementing 
the new innovation in management accounting system. Gordon and Narayanan 
(1984) investigated the correlation between management accounting system, 
organisational structure and perceived environmental uncertainty. The findings 
reveal that there is a significant relationship between structure (organic form of 
organisations) and the environmental uncertainty importance of external, non- 
financial information, but after controlling the effect of environment, it is noted that 
management accounting system and structure are not significantly linked. Moreover, 
change in organisation structure leads to greater dependence on nonfinancial 
management accounting information (Langfield-Smith, 2003). 
On the other hand, Chenhall and Morris (1986) examined the effect of 
decentralisation and perceived environmental uncertainty on management 
accounting system design. The results appear to indicate that the design of 
management accounting systems was not significantly associated with 
decentralisation. In this regard, Chenhall, (2003) found that the organisation 
structure is a central variable in understanding management control system design, 
but, there is little research which examined the fit between organic structure and 
management control system. Consequently, the lack of association between 
structure and management accounting systems does not confirm that there is no 
relationship between them. Furthermore, Gordon and Narayanan (1984) conclude 
that the relationship between characteristics of an information system and 
organisation structure is relatively less clear correlation. Additionally, Dalton et al., 
(1980) point out that the relationship between structural variables and performance 
has been relatively overlooked in the literature. 
Consequently, this study considers organisation structure as a contingent variable 
that influences the extent of use of both financial and non financial performance 
measurements. As a conclusion the following proposition is stated: 
112: There is an association between organisational structure 
(decentralisation) and the extent of use of financial and non financial 
performance measures in the Libyan banking sector 
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4.5.3 Environmental Uncertainty (Business Risk) 
A contextual variable that many affect the management control systems is business 
risk, also known as environmental uncertainty (Hoque, 2005). Bloom and 
Milkovich, (1998) argue that risk is uncertainty about outcomes or procedures, 
especially regarding the future; and business risk is greater unpredictability in 
organisational returns and raised opportunities for corporate damage. In addition, 
Govindarajan and Gupta, (1985) indicates that environmental uncertainty is the 
unpredictability in the actions of the customers, suppliers, competitors and 
regulatory groups that include the external environment of the business unit. 
Furthermore, environmental uncertainty also is divided by Fisher (1995) into three 
following aspects: Firstly, it is lack of information with respect to the environmental 
factors influencing a given decision-making situation. Secondly, it does not know 
how much the organisation will lose if a specific decision is incorrect. Finally, it is 
the difficulty in assigning probabilities with any degree of certainty as to how 
environmental factors are going to affect the success or failure of a decision. On the 
other hand, Waterhouse and Tiessen (1978) have distinguished between two types 
of environments internal and external, the former includes physical and social 
factors inside an organisation, while the latter refers to the context in which 
organisations operate, which consists of economic or political changes which may 
push management to re-identify or change the organisation's outcomes, which may 
influence management practices in the firm. In addition, Waterhouse and liessen 
(1978) suggest that internal and external environment have separately two 
dimensions a simple complex and a static-dynamic. The latter is defined as the 
extent to which factors are subject to modification over time, it is an important 
provider to uncertainty in decision making. Thus, it is proposed that factors in the 
organisation's environment may be planned on a certainty continuum ranging from 
highly predictable to highly unpredictable. 
As consequence of the above definitions, it could be argued that the definition of 
environmental uncertainty (business risk) has been offered in literature comprising 
lack of knowledge for decision-making (Lawrence and Lorsch, 1967); choice 
(Child, 1975); complexity (Galbraith, 1973); unpredictability (Cyert and March, 
1963); and turbulence (Emery and Trist, 1965). 
Concerning the impact of business risk in management control systems, Chenhall 
and Morris, (1986) argue that the environmental uncertainty (business risk) variable 
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has been recognised as an essential factor in management control system researches 
because it creates difficulties for managerial planning and control according to the 
unpredictability of the future outcomes or events. In addition, Gordon and Miller 
(1976) debate that the high level of environmental uncertainty relating to dynamism 
and hostility result in the use of broad range information (i. e. financial and non- 
financial). Similarly, Govindarajan, (1984) reports that organisations facing high 
levels of environmental uncertainty employ a more advanced performance 
evaluation approach. On the other hand, organisations facing lower environmental 
uncertainty apply a more traditional performance evaluation approach. For this 
reason that a manager should be able to expect the conditions that will exist in the 
near future, it is likely to expect these conditions more accurately under stable 
environmental conditions than under unstable and changing conditions. Moreover, 
environmental uncertainty needs broad scope, timely, integrated and aggregated 
information (financial and non financial), and the linkage between environmental 
uncertainty and management accounting systems result in high organisational 
performance (Gui and Chia, 1994). Furthermore, some authors (e. g. Cauvin and 
Bescos, 2002; Drury, 2002; and Sohn et al. 2003) have concluded that the greater 
environmental uncertainty requires for more sophisticated management accounting 
information in respect of it being non-financial and future oriented. In addition, 
Roque, (2005) collected data from New Zealand firms, supports the argument that 
only through raising the level of environmental uncertainty that the use of financial 
and non financial measures will be increased which in turn results in developing 
organisational performance. 
In general, Chenhall, (2003); Cobb et al., (1995); Morissette, (1998) and Hussain, 
(2003) and many others, argue that management accounting research has confirmed 
that environmental uncertainty has been connected with a need for financial and 
non-financial styles of management control systems. Even if the results of such 
uncertainty drive management to give more consideration to measuring and 
improving financial performance than non-financial performances. In addition, 
others research (e. g. Brignall, 1997), notes that management requires an active 
information system in environmental uncertainty , as a result of this, the type of 
process will determine the method of the use of performance measures. In contrast, 
Banker et al. (2001) found that companies that use a balanced scorecard face less 
environmental uncertainty. Moreover, Verbeeten (2004) found that environmental 
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uncertainty has no effect on the use of performance measurement diversity. In 
conclusion, organisations which work under conditions of high uncertainty (risk), 
will rely on subjective (non-financial) performance measures, while organisations 
which operating under conditions of low uncertainty (risk) will mostly rely on 
financial performance measures to evaluate and reward their management. It could 
be said that the level of environmental uncertainty (business risk) to which an 
organisation is faced may affect the organisation's control systems namely the use 
of measurement diversity. Thus, it is propositioning that: 
113: There is an association between the use of financial and non 
financial measures and the level of environmental uncertainty 
(business risk) ivithin Libyan banks. 
4.5.4 The level of competition 
In order to obtain and retain a competitive advantage, there are two basic directions 
for an organisation to manage the competition it faces, these are competition on 
price and competition on other factors like quality, flexibility and innovation 
(Porter, 1980). Porter (1980) also suggests that five elements can form the level of 
competition, namely: (1) threat of new entrants; (2) threat of substitute 
products/services; (3) bargaining power of suppliers; (4) bargaining power of 
customers; and (5) rivalry among existing competitors, these element in turn would 
influence the design and the use of management control systems. 
An attempt was made clarify the position of a firm in competition, from a 
contingency perspective, the level of competition has been identified in 
contingency-based research as a major factor influencing an organisation's 
environment, structure and the characteristics of management control system 
(Simons, 1990; Cobb et al, 1995; and Libby and Waterhouse, 1996). In this context, 
Hussain and Gunasekaran (2002) conducted a study to examine the effect of 
different types of competition on the use of non financial performance measures in 
Finland, Sweden and Japan. The researcher used the intensity of price competition, 
the intensity of market competition and the intensity of competition in service 
quality and variety as measures for determining the intensity of competition. The 
results of the study suggest differences among the different types of competition 
concerning their relationship to the use of non financial measures. Price competition 
appears to have little impact on in the use of non financial measures, distribution 
competition appears to have a modest positive impact and service quality 
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competition seems to have a larger positive effect on the use of non financial 
measures in banking sectors in three countries. Furthermore, [Toque et al., (2001); 
and Cobb et al, (1995) conclude that the potential determinant of management 
accounting practices, is the organisation's competition in the markets. In this regard, 
many researchers (e. g. Ittner and Larcker, 1998; Otley, 1999; and Hussain and 
Gunasekaran 2002) argue that multiple measures are crucial not only to track the 
financial performance of the organisation, but non-financial performance are also 
necessary to track customer satisfaction, innovation and the quality of services. 
Successful measures in these areas are essential to achieve competitive advantage. 
In addition, Bhimani (1994) also argues that the adoption of both financial and non- 
financial measures is an action needed for all types of organisations (manufacturing 
and non-manufacturing) in order to manage the strength of market competition. 
Furthermore, Hoque et al. (2001), and Hussain and Gunasekaran (2002) conclude in 
their studies that the level of competition influences the use of financial 
performance measures in addition to non financial performance measures (i. e. 
balanced scorecard measures). In another context, Kaplan and Norton (1992) claim 
that the balanced scorecard is a more suitable approach under the new realities of 
competition. In addition, Banker et al. (2001) conclude that organisations that use a 
balanced scorecard efficiently operate in more competitive markets and face more 
competitive pressures. Thus, this research considers the intensity of competition as a 
contingent variable that affects the extent of usage of both financial non financial 
performance measurements and the balanced scorecard. As a conclusion the 
following proposition is stated: 
11 4: There is an association between the level of competition and 
the extent of use of financial and nonfinancial measures in the 
Libyan banking sector. 
4.5.5 Advanced Management Practices (Total Quality Management). 
Chenhall (1997) has identified advanced management practices (e. g. TQM) as the 
practices which reflect management philosophies in order to support the process 
regarding a customer issue. In the same context, the increase of customers' 
requirements as result of today's changing business environment, need improved 
quality of products and services. A continuous development in organisation 
activities with a concentration on the customer is the key aspect of quality and its 
management. A main issue correlated to quality is total quality management (TQM), 
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which is considered to be one of the most important components of advanced 
management practices. TQM enhances concern of the entire organisation in 
continuously improving quality. Researchers such as (Kaplan, 1983; Chenhall, 
1997; Hoque 2003) found that the traditional financial performance measures are 
inappropriate in total quality management settings because quality is driven by non 
financial factors such as product design and on-time delivery. On the other hand, the 
use of non-financial performance measures in organisations advocates adopting 
TQM initiatives (e. g. Banker et at., 1993; Ittner et al., 1997). 
Chenhall (1997) have investigated the relationship between total quality 
management and non financial performance measures, they found that the 
relationship between total quality management and organisational performance 
measurement systems is stronger if non 
, 
financial measures are applied as 
fundamental section of evaluation systems. In addition, Ittner and Larckcr, (1998) 
and Brignall et al., (1999) argue that the adoption and implementation of advanced 
management practices particularly total quality management is a central driver of 
improvement of performance measurement systems with respect to the use of non 
financial performance measures. 
The relationship between total quality management and non-financial performance 
measures has been reported in several studies. For example, McAdam and Bannister 
(2001) study the relationship between business performance and total quality 
management implementation. Moreover, they conclude that organisations applying 
total quality management should incorporate financial and non-financial 
performance measures. In addition, Inner and Larcker (2001) summarised the 
related research concerning the advanced management practices and the 
performance measurement systems. They point out that an organisation adopting 
advanced management practices like total quality management, are positively connected 
with the provision of non-financial measures and objectives such as on-time 
delivery and machine utilization, as well as greater emphasis on non-financial 
measures in reward systems, however, empirical support for the hypothesized 
performance benefits from these measurement practices is mixed. 
In a different context, the essential reasons to promote balanced scorecard adoption 
in Finland are the application of total quality management (Malmi, 2001). In 
addition, Hoque (2003) suggests that using the balanced scorecard for 
complementing financial with non-financial information is enhanced by the use of 
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total quality management. Thus, non-financial performance measures must 
supplement financial measures in providing support for total quality management. 
According to the above discussion, it is supposed that banks following total quality 
management are likely to use multiple performance measures. Thus, it can be 
propositioning that: 
115: There is an association between the adoption of advanced 
management practices (TQM) and the extent of use of financial and 
nonfinancial measures in the Libyan banking sector. 
4.5.6 Foreword of Advanced Technology 
Chenhall (2003) identifies that technology has several meanings in an organisation 
behavior. At a general level, technology refers to how the process operations of an 
organisation transfer inputs into outputs, which include hardware (e. g. machines and 
tools), knowledge, software and people. In addition, technology has been classified 
into small batch, large batch, process technology and mass production categories 
(Woodward, 1965). Technology is defined by Woodward, (1965) as comprising the 
physical flow of production. Similarly, Perrow (1967) defines technology as the 
number of exceptions in the product/service generation process and the nature of the 
search process when exceptions are met. Furthermore, Thompson (1967) claims that 
one of the important elements of organisation technology is the interdependence 
among the firm's subdivisions. In this context, Nahm (2002) concludes that years 
ago there were major developments in technology with the aim of responding to the 
business environment changes, because these inflexible management systems failed 
to work effectively in the post industrial era. Moreover, Doll and Vonderembse 
(1987) and Jonsson (2000) conclude that all advanced technologies provide chances 
to capture flexibility and efficiency at the same time, consequently, this results in 
delivering products and services to customers who require satisfaction across 
multiple criteria, such quality, delivery, time and service. Walton (1985) argues that 
the technological advances that are prevailing in the post-industrial era, affect 
management practices, which, consequently continue to develop to attract changes 
in technology. 
According to many researchers (see for example, Johnson and Kaplan, 1998; Otley, 
1994; Nixon, 1998; Banker et al, 1993; Abernethy and Lillis, 1995) it could be 
argued that traditional financial measures of organizational performance 
measurement are outdated because of technological development. The effect of 
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technology on management accounting practices is a well known from in the 
management accounting literature. In addition, technology is the simplest and 
longest studying contingent variable applied in management accounting research 
(Otley, 1980). He also finds that technology has a vital effect on the type of 
accounting information that can be provided and other work has distinguished other 
aspects of technology that have an effect on the information that should be provided 
for effective performance. 
For instance, Piper (1978) reveals that the difficulty of the task faced by an 
organisation relates to identifying a suitable financial control structure. In addition, 
Otley, (1980) recognizes task variety and task knowledge as factors, which 
influence the design of a proper management information system. In the same 
context, Kaplan and Norton (1996) and Hussain and Gunasekaran, (2002) and 
Hussain (2003) argue in services organizations like banks the effect of advanced 
technology is relatively higher than manufacturing ones. Moreover, Kaplan and 
Norton (1996), found that the last two decades have witnessed major deregulatory 
and privatization initiatives for services companies throughout the world as 
information technology created the "seeds of destruction" of industrial-era regulated 
service companies. 
Therefore, advanced technologies create a central need for the banking industry to 
provide a broad diversity of customer services in a quicker and timelier manner, not 
only to accomplish the requirements of customers, but also to attain economies of 
scale. A decade ago, the customer was predicted to be able to exercise a mechanical 
teller machine, telephone and internet banking services. To remain a competitive 
banking industry is required to provide the essential services (Hussain and 
Gunasekaran, 2002). 
From the management perspective, as mentioned by Hussain and Gunasekaran, 
(2002) that technology gives a chance to develop and measure performance 
especially, non financial performance, such as, in terms of customer satisfaction, 
quality of service, and timely services, it also provides a broader scale and scope of 
services. In addition, Hussain (2005) concludes that services organizations, 
especially in financial industry, utilize the latest technologies for example wireless 
application protocol, financial services via mobile telephone and c-loan, which 
could impact on improving and measuring non financial performance. As a result, 
the above evidence supports investigation of the impact of advanced technologies on 
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performance measurement systems in the banking industry, as this study set the 
following proposition: 
116: There is an association between the introduction of 
advanced technology and the extent of use of financial and 
nonfinancial measures in the Libyan banking sector. 
4.5.7 Organisational Size 
Organisational size has defined size as the scope of an organisation and its 
responsibilities (Blau, 1972), namely, different sizes represent different degrees of 
planning, coordinating and controlling the company's internal activities. 
The literature has been separated regarding the organisational size into two areas: 
the first aspect sees the size as a structural characteristic of an organisation, this in 
line with Franco-Santos and Bourne, (2005) who argues that bureaucratic elements 
emerged in larger organisations. In other words, larger sized organisations have a 
larger number of regulations and processes and more exhaustive approaches of 
planning and control, which intend to keep to a minimum the uncertainty that is 
related to inadequate information of all the directions of functioning of the 
organisation. (e. g. Moreno-Luzon and Peris, 1998). The second aspect copes with 
the contingency perspective where the organisational size is seen as one of the 
factors of the organisations context that has been investigated as critical for 
organisational structure (Franco-Santos and Bourne, 2005). Moreover, Granlund and 
Lukka, (1998) argue that management accounting practices adapt to the changing of 
business environment in various degrees of responsiveness according to their 
characteristics of organisation like size, which is the main determinant that identifies 
the range of potential modification and adaptation to change in business 
environment. In this regard Biema and Greenwald (1997) determine a number of 
issues that identify the problems of performance measurement in service 
organisations such as adaptation to changing business environment can also 
influence services process. In addition, Iloque and James (2000) find that 
manufacturing large sized organisations that differ in term of the use of balanced 
scorecard performance measures than smaller organisations. Moreover, 
organisational size has been used by many researchers; for example, firm size has 
been investigated in terms of its relationship to organisational structure (Amburgey 
and Dacin, 1994), and the use of business performance measures (Franco-Santos 
and Bourne, 2005). In addition, Otley and Wilkinson, (1988) conclude that the size 
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of an organisation is one of mainly obvious attributes that have played a role in the 
development of contingency theory studies, because the organisational size might 
influence the design of organisational structure and the use of management control 
systems. 
A number of researchers (e. g. Merchant, 1998; and Ezzamel, 1990) found that as an 
organisation's size raises the management control system is inclined to be more 
sophisticated. Furthermore, Hendricks et al (1996) indicates that large organisations 
went through a review of its corporate structure and instituted performance 
measures appropriate for the new structure. Moreover, organizational size also has 
an impact on the type of performance measurement system in use and its 
effectiveness. In another context, Hoque and James (2000) analysed the relationship 
between organizational size and balanced scorecard. They found that as size 
increases, organizations find it more practical and useful to place greater emphasis 
on the balanced scorecard that supports their strategic decision-making. Also, 
Lawson et al. (2003) found that the rate of usage of scorecard system was affected 
by the size of the company. In addition, Verbeeten (2004) states that size was 
positively associated with the use of non-financial performance measures, as 
Hussain and Gunasekaran, (2002) suggest the same applies in banking industry. The 
possible reason for the positive relationship between organisation size and 
management accounting innovation is that larger organisations have relatively 
greater access to resources to experiment with the introduction of more sophisticated 
systems (Drury, 2004). Based on this prior reasoning outlined above, this research 
considers organisation size as an intervening variable. 
4.6 Summary 
This chapter has presented a brief discussion on the contingency theory literature 
and the contingency frameworks. The general conclusion that can be drawn is that 
the choice and use of performance measurement systems are contingent on some 
internal and external variables. The contingency approach to management 
accounting is according to a proposition that there is no universally suitable 
accounting system, which can be used to all organisations in all different 
circumstances (Otley, 1980). 
Therefore, the contingency-based research has a long tradition in the study of 
management control systems through explaining the effectiveness of these systems 
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by examining the nature of the contextual variables (e. g. environment, structure and 
strategy). This chapter has examined several contingent variables that have been 
considered to impact on the extent of use of financial and non financial performance 
measures. With regards to the broad number of contingent variables, this research, 
has recognized and explained a selection of contingent variables based on the 
literature review. These variables are business strategy, organisational structure, 
environmental uncertainty, the level of competition, total quality management, 
technology, and organisational size. 
However, the previous literature review and discussion have revealed two main 
findings: 
" Although the literature has examined the contingency theory of management 
control systems and the factors that may affect the use of performance 
measures, little empirical research has been conducted to investigate the 
effect of such factors on performance measures, especially in developing 
countries focusing on the banking industry. 
9 The limitation of consistent findings from the empirical studies suggests 
these factors are poorly understood both in the literature and in practice. 
0 The existing literature is conflicting concerning the nature or number of 
variables that impact on the use of performance measures. In addition, there 
is no established pattern of the association (i. e. positive or negative) 
between the use of performance measures and the possible explanatory 
variables. 
Therefore, more empirical research is needed to examine the effect of contingency 
factors on the use of performance measures, especially in services sector in 
developing countries. 
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4.7 Critical and Analytical Review of Previous Studies and the 
Literature Cap 
The management accounting research has traditionally been interested in the 
behavioural and performance consequences with greater reliance on financial 
measures in performance evaluation (e. g. Briers and Birst, 1990; Otley and 
Fakiolas, 2000). The literature focused mainly on the association between the use of 
performance measures and some contextual factors. During the Eighties (e. g. 
Johnson and Kaplan, 1987) and early Nineties (e. g. Feltham and Xie, 1994; Kaplan 
and Norton, 1992), the limitations of financial measures for evaluating a firm's 
performance were highlighted; and the discussions that came followed resulted in an 
increased research interest in the use of non- financial information and its effects on 
organisational performance. However, it is from the late Eighties and early Nineties 
that empirical research into the adoption and consequences of diverse measurement 
at all organisational levels had a significant increase (Neely, 1999). 
This section aims to critically review and identify the various gaps in the literature. 
The body of literature which deals with the use of financial and non-financial 
information in performance measurement systems can be classified as follows. 
Research in this area has examined the use of financial as well as non- financial 
performance information in performance measurement systems (e. g. Balanced 
Scorecards), managerial evaluation and reward practices. On the other hand, 
research in this area has also paid attention to the impact of different contextual 
factors (e. g. competition; technology,... etc) on the use of multi-criteria performance 
measures for evaluating and rewarding staff which, in turn, may affect the 
organisational performance. The findings of both of these streams of research are 
now analysed and assessed. Table 4-1 summarises the key details of the body of 
literature looking at the impact of contextual factors on the use of multi-criteria 
performance measures. 
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CHAPTER FOUR ------------------Performance Measures And Contingence Theory 
The findings of the critical and analytical review of literature show that the review 
of the relevant literature relating to the use of performance measures, and 
contingency factors that might affect the use of performance measures reveal that 
there are several issues that need to be fully considered in any attempt to gain better 
understanding of the main theme of the current study. These issues include: 
- Very limited number of previous studies investigated a few numbers of 
contingency factors and their influence in the use and designs of the performance 
measurements. Moreover, there are conflicting results in some previous studies 
about the effect of contingency factors of the use of performance measures. 
- The adoption of contingency framework to explain the relationship between the 
use of performance measures and contingency factors has been adopted by a very 
limited number of previous studies. 
- The majority of previous studies have examined either financial or non financial 
measures separately while very few consider multiple performance measures, and 
use different aspects to measures financial and non financial performance 
measures. 
- The majority of earlier studies have used only either quantitative or qualitative 
methods to collect data rather than using triangulation approach. However, there 
is nearly harmony for using the same techniques (the regression analysis) to find 
out the relationships. 
-A huge number of prior studies focused on the topic in manufacturing sector, and 
a few studies have been carried out in other sectors like service sector (i. e. 
banks). 
- In addition, most of the previous studies were conducted in developed countries 
while few surveys have been undertaken in developing countries but not in 
Libya. 
As there is clear gap as illustrated by above literature, this motivates the need to 
carry out an empirical study to investigate the use of performance measures is 
required particularly in the financial services sector within developing countries 
like Libya. and to examine the impact of a set of contingency factors on the 
adoption and use of performance measures in the developing countries, 
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especially following the economic changes witnessed by some developing 
countries like Libya. Therefore, given the breadth of the performance 
measurement field, it was important to focus this study on a specific area in order 
to be able to reach useful conclusions. Thus, the aim of this study is to explore 
the current use of financial and non financial measures of performance 
measurement systems in banking industry in Libya, and to investigate the impact 
of contingent factors on the use of these measures. 
1 
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RESEARCH METHODOLOGY AND METHODS 
C11AIITER FJVL~------------------------- ----------- Research Alelhodologyy neu! Aktho(! c 
5.1 Introduction 
Previous chapters three and four reviewed the literature related to the performance 
measurement and the contingency theoretical framework. The aim of this is to 
understand and find out more about the performance measures and the factors that 
may affect the use of performance measures. In this regard, Sckaran, (2003) 
mentions that research can be classified based on their purposes into two types. The 
first is applied research, which aims to solve a currently existing problem, which is 
called applied research, whilst the second is basic research, which aims to bridge the 
gap in the general body of knowledge in a particular area of research. Thcrcfore, this 
study falls within basic research, because it aims to understand more about the 
extent of usage of both financial and non financial performance measures in the 
banking industry. 
The aim of this chapter is to explain the research methodology and methods used to 
collect and analyse data. More specifically, this chapter is structured as follows: it 
highlights the research objectives and questions. This is followed by discussing the 
research philosophies and the selected methodology. This will be followed by 
description of the research design. It then describes the research population and 
sampling procedures. The data collection methods, including the questionnaire and 
semi structured interviews will be discussed. This is followed by discussion of the 
statistical methods used in this research. After this, clarifications of dependent and 
independent variables in this study are discussed. Finally, the chapter cnds with 
summary of the chapter. 
5.2 Research Objectives and Questions 
The main aim of this study is to investigate the current use of performance measures 
in the Libyan banks to be aware of the applications of these measures in these 
banks. In addition, this study provides additional empirical evidence related to the 
perceptions of participants by examining and exploring some contingent key factors 
that might have an impact on the use of different performance measures to reach a 
conclusion of what is worth taking into account when using these performance 
measures. To achieve these two broad aims, a number of objectives arc formulated. 
1) To review and study the state of performance measurement systems in general, 
and the state and extent of using financial and non financial performance 
measures in particular in Libyan banks. 
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2) To identify and compare the type of performance measures that arc utilized by 
Libyan banks according to their typologies. 
3) To assess the application of financial and non financial measures for evaluation 
performance and different purposes. 
4) To examine whether the use of financial measures has impacted upon the use of 
non financial measures of the Libyan banks. 
5) To determine the impact of individual contingent factors on the use of different 
performance measures. 
6) To analyse the impact of joint selected factors on the use of financial and non 
financial measures in Libyan banks. 
Towards achieving the study aim and objectives, executives and managers of 
Libyan banks were asked to answer these central questions: 
1) What are the performance measures that are currently applied in the different 
banks in Libya?; and 
2) What are the factors that might affect the use of these measures? 
The following sections will discuss the research methodology, design, data collection 
methods etc; however, it is important to give brief clarifications for some related 
concepts, which are used in this study, and these concepts are: 
Research. Saunders et al. (2007) indicate that research is something that the 
researcher undertakes to discover things in a systematic way, thereby developing 
their knowledge. Also, Kumar (2005) defines research as a strategic systematic plan 
that is used by the researcher to answer questions/test hypotheses validly, 
objectively, accurately and economically. In this regard, it is noted that "systematic" 
and "find out knowledge" are two principal reasons for doing research. Therefore, 
this research intends to find out an answer to the research questions and to add to 
existing knowledge of a particular subject of study which is related to performance 
measurement. 
Methodology and Met/god: is essential to distinguish between research methodology 
and research method. Blaikie (1995) finds out that methodology deals with how 
research is done, or should be done, and it refers to the theory of methods. Whereas 
research methods are the actual techniques or processes used to collect and analyse 
data related to research question or hypotheses. In this research, therefore, 
methodology is used to mean a specific research philosophy and strategy, but 
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research methods are used to show how the data will be collected and analyzed in 
the research. 
Research design:: is concerned with the map of the research, and the reason behind 
it, in order to draw general conclusions. Research design is an important choice and 
has a major role to play on the whole research (Hussey and Hussey, 1997). 
Moreover, Creswell (2003) argues that a researcher should choose his research 
design at an early stage of the research, because research design determines: (1) 
research methodology, (2) data collection methods, and (3) data analysis and 
interpretation methods. 
5.3 Research philosophy 
It is important to carry out any research derived from principles or methodology. 
Researchers need to decide their research paradigm before building the research 
design, this has central implications for research methodology (Hussey and Iiussey, 
1997). In addition, Easterby-Smith et al. (2008) state that understanding the 
philosophical issues of research is valuable for the following motivations: Firstly, 
philosophical issues could sustain in clarifying research design. Secondly, it can 
assist the researcher to recognise the suitable design for the research. Finally, 
philosophical issues can help the researcher to identify and create designs that may 
be outside researchers past experience. Moreover, a paradigm is defined as the 
progress of scientific practice based on people's philosophies and assumptions about 
the world and the nature of knowledge, and it offers a framework including an 
accepted set of theories, methods and ways of defining data (Hussey and Hussey, 
1997). The mainstream of the literature has divided research philosophies or 
paradigms, into two main perspectives positivism and social interprctivism. The 
implications of both philosophies are shown in Table 5.1. 
Creswell, (2003) suggests that the research philosophies have fundamental 
assumptions and implications concerning how research should be carried out. On 
the whole, Easterby-Smith et al., (2002) assert that establishing the most suitable 
philosophy is still under discussion between researchers. 
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Table 5.1 irttnlic8tiun" of positiv ism and internrcti%'isnº rºsrrarliems 
I'OSI I I\'I1, \I I'ARAI)I(; M IN I }. RI'KI, I I\'IS 1 I'AIZAI)I(i! 's1 
Ihr h rrýrrYr r; ircliýr Mil. i h, indcl,: ndcr I l I, "nl Apt Mi. I, n, IJ . IH ?J 
I Iurnan interest Should be irrelevant Are the train dri%crs ui science 
Lxplanations Must demonstrate causality 
Aim to increase general undcrstandink, 
of the situation. 
Research progress through I lypotheses and deductions 
Gathering rich data from which ideas vc 
induced. 
Concepts 
Need to he opcratioonaliscd so Should incorporate stakcholdri 
that they- can be measured perspective 
t (nits of analysis 
Should be reduced to simplest May include the complexity of ýs h Ir 
term Situation 
Generalisation through Statistical probabilit Theoretical abstraction 
Sampling requires 
Large number selected Small numbers of cases chosen liar 
randomly cilic reasons 
Source: Easterby-Smith ct al.. (2082) 
Therefore, knowing the strengths and weaknesses of both paradigms supplies the 
researchers with perceptive aspects to their research positions. Examples of the 
strengths and weaknesses of the quantitative and qualitative methods are shown in 
Table 5.2. 
I ahne 5.2 %lrcnzth% and ý%cakness of research I aradiinis 
icy can provide wide coverage of 
range of situation. 
- They can be fast and economical. 
- Where statistics are aggregated from 
large sample, they may be of 
considerable relevance to policy 
decision. 
- The methods used tend to be rather 
inflexible and artificial. 
- They are not very effective in 
understanding processes or the 
significant that people attach to actions. 
They are not helpful in generating 
theory. 
Because they focus on what is, or what 
has been recently, they make it hard for 
policy makes to infer what changes and 
actions should take place in the future. 
Amaratuniza et 
Data gathering methods seen as natural ,n 
artificial. 
- Ability to look at change processes over time. 
- Ability to understand people's meaning. 
- Ability to adjust to new idea issues and idea' 
as they emerge. 
- Contribute to theory generation. 
- Data collection can be tedious and require 
more resources. 
- Analysis and interpretation of data may he 
more difficult. 
- Harder to control the pace. I'rogres,, and end- 
points of research process. 
- Policy makes may give low credihi10 to 
reuiltý freu qualitative approach 
In addition, numerous terms had been used in explaining research paradigms. Table 
5.3 sums up the universal terms for the main research paradigms. 
I': Ihle 5.3 Alternative terms for the re-reirrh i irmlii'mm 
Positivism paradigm Interpretivism paradigm 
Quaill itatl\C l )Iialitati\C 
Ohjccti\c Subjective 
ScicnIitic I Iumanistic 
l- \pcrimentuli. l Inirrhrcli\ it 
I raditionalist -- 
IIussry and IIusscy(I997) 
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These paradigms have an essential role to play in business and management 
(Saunders et at., 2007), and the selection of either quantitative or qualitative is 
contingent upon the current knowledge of the study topic, and the research 
objectives (Hussey and Hussey, 1997). In this regard, Creswell, (2003), and Hussey 
and Hussey, (1997) list several characteristics for qualitative and quantitative 
approaches: the former approach is used to inductively and holistically understand 
human experiences in context-specific setting. Also, it requires clear knowledge 
concerning the phenomenon under study, which will then be tested in its wider 
context over time. Further employing the qualitative (interpretivism) paradigm 
generally leads to the employment of the inductive approach with research 
methodologies such as in case studies. On the other hand, the latter approach seeks 
for causal explanations and fundamental laws, and generally reduces the whole to 
the simplest possible factors to assist analysis. In addition, the quantitative approach 
is inclined to relate variables in hypotheses, which are then tested by employing 
statistical processes. The findings may confirm or prove the theory. Taking the 
quantitative (positivism) paradigm generally uses the deductive approach with 
specific research methodologies such as longitudinal studies, cross-sectional studies 
and surveys. 
In the same context, Creswell (2003) also suggests that the strategies, knowledge 
claims and the methods all contribute to three approaches to research. These 
approaches are quantitative, qualitative and mixed. The following are the 
descriptions for each approach that have been identified by Creswell (2003): 
-A quantitative approach is one in which the researcher principally adopts positivist 
claims for developing knowledge, uses strategies of inquiry such as experiments 
and collects data on predetermined methods that yield statistical data. 
-A qualitative approach is one where the inquirer often makes knowledge claims 
based on interpretivism perspectives for developing knowledge, uses strategies 
such as case studies and the researcher collects open-ended data and emerging data 
with the primary intent of developing themes from the data. 
-A mixed approach is one in which the researcher aims to base knowledge claims, 
using both strategies to collects data. The final database represents both 
quantitative and qualitative information. 
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Creswell (2003) and Saunders et al, (2007) suggest several criteria to determine the 
suitable research approach to adopt. Based on these criteria the most important of 
these are: 
- The research topic. According to this criterion, a topic with a wealth of literature 
that helps in developing theoretical framework and hypotheses leads to adopting 
the quantitative/deductive approach. However, it may be more appropriate to 
adopt the qualitative/inductive approach for research into a new topic with little 
existing literature. 
- Tinte available to the researcher. The quantitative research can be quicker to 
complete. On the other hand, qualitative research can be much more protracted. 
Therefore, the former approach can be a lower-risk strategy than the latter 
approach. 
- Respondent preferences, most managers are familiar with the quantitative 
approach and much more likely to put faith in conclusions resulting from this 
approach. 
5.4 Approach taken by this study 
In the light of the discussion above, there appears to be a pattern in the performance 
measurement and contingency theory field with tendency towards the positivism 
end of the research philosophies continuum. However, in connection with this study, 
the selection of research philosophy is made in line with previous studies and is 
linked to the research objectives. 
In achieving the research's objectives, a mixed methods approach was employed. 
The first step of the research utilized a positivism/quantitative approach through the 
use of a large scale survey to explore the current use of financial and non financial 
performance measures, and establish their implications for different purposes, and 
examine the relationship between the seven contextual factors and the use of 
performance measures. Measurement of several variables is one of the main features 
of the positivism approach. Also, the development and testing of the research 
hypotheses developed on account of the survey with bank managers provides extra 
reliability to the use of this methodology as formulation and testing of hypotheses is 
a key characteristic of the positivism approach. In addition, the researcher's 
background which is from the banking sector in Libya that may influence his 
interpretation and analysis of findings, therefore, adoption of positivism approach 
126 
CHAPTER FIVE------------------------------------ Research Afelhodologi, and Methods 
will give validity and credibility to the research. The second step of the research 
employed an interpretivism/qualitative approach in order to clarify and confirm the 
findings resulted from first step of the research. This was achieved through the 
analysis of findings from semi-structured interviews with managers in Libyan 
banking industry coupled with the use of the researcher's own observations and prior 
knowledge of the industry. This reflects the interpretivism approach given the small 
sample size and in-depth analysis of meanings. 
An additional most important aspect of the motivations why a wholly positivism or 
interpretivism approach was not considered and a mixed methods approach was 
selected, because a full positivism approach would not allow the research to 
integrate the views of banks managers to support the findings from the literature and 
therefore make the research weaker. A wholly interpretivism approach was rejected, 
however, because this approach relies heavily on an in-depth analysis of small 
number of respondents to understand behaviour (ßryman, 2001). 
The other main reason for applying the mixed method is that mixed approach's aim 
is to uncover the underlying mechanisms behind reality. However, the purpose of 
this study is to identify which variables are more central to the use of performance 
measures and not to find out the reasons behind why this is the case. 
5.5 Triangulation 
In line with the approach taken by this study, triangulation is strongly suggested as 
reinforcement of research methods. Saunders et al., (2007) argue that there is 
growing body of opinions calling for the use of multi-approaches in gathering data 
in social science, thus triangulation was used in this study as a framework for the 
development of research design. In addition, triangulation uses mixed quantitative 
and qualitative methods, which should be viewed as complementary instead of a 
single method, in other words, it is to examine the same phenomenon from more 
than one source of data. Moreover, Decrop, (1999) argues that information comes 
from different sources can be used to deeply clarify/explain the research problem, 
and it simply limits personal and methodological biases. Also, Bryman, (2001) 
reveals that the application of triangulation can promote the confidence of study 
results, because it provides additional dimension of accuracy and permits for better 
generalisation of findings of study. 
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In this view of thought, Decrop, (1999) states that triangulation can be applied in 
social studies via many different ways: For example: the first way is through 
triangulation of theories where another theories can be adopted to explain the 
situation. The second way is triangulation of data which is collecting data from 
different sources such as questionnaires and interviews. The third way is that 
triangulation of analysis includes application of verification tools of analysis in 
order to achieve different findings. 
According to Bryman, (2001) the decision to adopt a particular research method 
(i. e., questionnaire or interview) depends on a commitment to an epistemological 
position that is contrary to a specific paradigm and consistent with another one, 
triangulation thus supports quantitative and qualitative research as they relate to 
distinctive epistemological and ontological assumptions but not solid and 
ineluctable. In this vein, DeVaus (1991) recommends that a mixture of data 
collection techniques have to be utilized and different tools of analysis employed. 
In contrast, this is not always the case, some authors like Fielding and Fielding, 
(1986) criticise the notion of triangulation that research finding which came from 
different data methods, can be used mutually to validate the research's assumptions. 
Moreover, they add that misunderstanding commonalities and differences may take 
place between data collected with incompatible methods. 
Consequently, triangulation was used and data collected primarily through a review 
of the literature, then from a large scale questionnaire and finally from semi- 
structured interviews. As well as consistent with the research paradigm adopted for 
this research, this research applies both survey, specifically questionnaire, as the 
main method of data collection, in addition to conducting several semi structured 
interviews to enrich the results and findings of this research. 
5.6 Development of Theoretical Framework 
The development of the theoretical framework underpinning this research is 
essential to establish a suitable research design. Therefore, several steps were 
applied in order to permit the development of theory at each step to inform 
subsequent steps. Thus, to ensure that the selected literature in the first step is 
certainly the accurate and comprehensive set of performance measures and set of 
factors that impact on use of these measures, the first step was a broad review of 
management accounting literature which highlighted key areas of investigation in 
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the field such as performance measurement, and also confirmed the importance of 
the study in banking sector within developing contexts to the performance 
measurement field (Hussain, 2002, and Intter and Leackter, 2003). 
The main literature has identified a broad scope of different uses for performance 
measures and recognized a wide range of factors that potentially might have an 
influence of performance measures. Thus, this step is a repeated process, whereby 
both financial and non financial performance measures were investigated and each 
of the contingency factors were considered separately and jointly, with the aim of 
determining the use of performance measures and establishing which of these 
factors were frequent in the literature and were linked to the use of performance 
measures. 
A final result of the analytical critical process of the literature was the confirmation 
of a set of performance measures and several contingency variables. Primarily, 
measures such as financial, customers, internal process, growth and learning, and 
community measures were selected, and variables such as structure of organisation, 
uncertainty, technology, and strategy were confirmed as key factors impacting on 
the use of a set of performance measures. One more variable was added, based on 
the researcher's experience and observation, which was that the adoption of 
advanced managerial practices like TQM as well as size of organisation was 
adopted as controlling variable. So, in total seven variables were identified as 
frequent factors, in the literature, associated with the use of performance measures. 
This step formed the basis for the development of the theoretical framework 
underpinning this research. 
The next step is performing unstructured interviews with seven managers in a study 
context. This is to obtain information about the situation of performance measures 
used, and get better understanding of the factors that may influence the use of 
performance measures in Libyan banks. It also involved taking feedback from 
interviewees about the study objectives and questions. 
The followed step utilised the outcomes of the literature review and unstructured 
interviews to find out empirical evidence to confirm or refute the findings from the 
early steps, this step was concerned with a large scale survey with the aim of 
determining the current use of measures to evaluate performance as well as 
establishing the association between the seven contingency variables and the use of 
performance measures. 
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The findings from previous steps improved the outcomes of the research and 
allowed for a deeper analysis of results to be undertaken. This deep analysis of 
findings was reflected in the development of the final step of the research further 
strengthening the theoretical framework underpinning the research. Thus, bank 
managers were interviewed in order to confirm the results of previous steps. This 
was a very important step in the development of the theoretical framework 
underpinning this research as confirmation of research findings in order to reach 
useful conclusions. 
Thus, as discussed above, the four main steps in the research design allowed for the 
development of the theoretical framework underpinning this research to be informed 
by findings from each step of the research and relevant actions and amendments to 
be incorporated into the research based on these findings. 
5.7 The Design of Research 
It could be argued from the previous section that selecting a research paradigm 
results in the researcher using a specific research design. The degree of appropriate 
techniques in research relies on how the researcher selects a proper design. There 
are several phases of research design for example as reported by Sekaran (2003): 
- Purposes of the study, which can be categorized into two types descriptive and 
hypotheses testing. Cooper and Schindler, (2001) assert that the main difference 
between these types of studies reflect the objectives of the study, therefore the key 
aim of descriptive studies is to describe the characteristics of the variables, while 
the aim of hypothesis testing is to explain the nature of some relationships 
(Sekaran, 2003). Consequently, the first aim of this study is to establish the extent 
of use of both financial and non financial performance measures in the Libyan 
banks, so this part could be classified as a descriptive study. However, the other 
aim is to investigate the influence of several contingent variables of the extent of 
use of financial and non financial performance measures, this part of the research, 
therefore, is hypothesis testing study. 
- Type of investigation is divided into causality or correlation. Causality studies 
copes with cause-effect relationships between variables but correlational studies 
are interested in the association between variables. Based on the former point, 
and consistent with the research objectives, this study is classified as a 
correlational study. 
130 
CHAPTER FIVE ------------------------------------ Research Alellwdolokn' and Atelhod s 
- The study setting, studies can be classified as field or lab studies. A field study 
is carried out by the actual environmental circumstances, whereas a lab study is 
usually conducted in an artificial environment. Thus, this study is classified as a 
field study because it was conducted under the current environment in Libya. 
- Unit of analysis, it refers to the level of combination of the data collected during 
the subsequent data analysis such as individuals, groups or organisations (Hussey 
and Hussey, 1997). So the unit of analysis of this research is the business unit. 
- Time horizon, studies can be cross-sectional or longitudinal. In the cross- 
sectional studies data are gathered only at one point in time, might over a period 
of days or weeks and cross-sectional often used survey method for collect data, 
whereas in longitudinal studies, data are gathered at more than one point in time, 
and uses always observation and interviews (Easterby-Smith et al., 2008). So, 
this study is a cross-sectional because it has been carried out at one point in time. 
5.8 Research Population Determination 
Sekaran, (2003) argues that the term population refers to the whole group of people, 
events, or things of interest under study, and the population frame is a listing of all 
the elements in the population from which the sample is drawn. The population for 
this research is defined as all banks work in Libya. The rationale for this decision is 
as follows: 
- This research limits the sample to banks to implicitly control the large number of 
confounding variables that can substantively affect any results from a multi- 
industry, which is consistent with Intter, et al., (2003) recommendations. 
- The service organisations like banks are more relevant and clearly reflect the 
constructs of this research since its variables, such as intensity of competition, 
and business strategy are more related to the banks rather than other 
organisations in Libya (Intter, et al., 2003). 
- Drury, (2002) argues that management control systems in manufacturing 
organisations are different than in services ones. Also, the issue of using non- 
financial performance measurements for example customer satisfaction and 
quality are completely different between service and manufacturing organisations 
due to their characteristics (Hussain and Gunasekaran, 2002). 
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- The literature review shows that there is a lack of studies focusing on conducting 
empirical studies in the field of service organisations (e. g. Chenhall and Morris, 
1986; GuI, 1991). 
- Only banking organisations were targeted because of the difficulty of designing a 
single questionnaire applicable to both banking and other organisations. In other 
words, producing two questionnaires, one for banking organisation and other for 
another organisations makes it difficult to generalize the findings, because of 
their distinctive features. Further, in service organisation, banks are quite 
different from hospitals, and hospitals are different from universities and so on. 
Thus, it was considered that it would not be possible to design a single data 
collection method like questionnaire that would be applicable to all types of 
service organisations. 
5.9 Research Sample Determination 
5.9.1 Sample Frame 
Saunders et at., (2007) argue that the sampling frame is a list of all elements of the 
study population from which the researcher will draw his sample. But in the case 
where no such complete and accurate list is available, the researcher has to develop 
his own sampling frame. For this study, the sampling frame for Libyan banks was 
obtained from the Central Bank of Libya database in July 2009. Therefore, at this 
time, there are 16 commercial banks and 5 specialized banks in Libya. The 
commercial banks include three state-owned banks, eleven private banks and two 
foreign-owned banks, whereas the specialized banks comprise five state-owned 
banks (See section 2.3.2.2 chapter two for more details). Unfortunately, the foreign- 
owned banks were excluded because secondary data lacked key variables and the 
researcher was unable to obtain a response from these banks. Consequently, 
nineteen different banks were selected for this study, in order to achieve research 
targets, the data was collected from bank managers (chief executive officers, senior 
managers and middle managers) of the banks over a nine-week period. Those 
managers were chosen as participants of this study as they are likely to be the most 
knowledgeable about the performance measures of their banks. 
In a different context, after establishing the sampling frame it was crucial to select 
the sample method and the sample size. The sample method was randomly adopted 
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because the researcher had constructed a sampling frame, and it was also more 
representatives (Sekaran, 2003). And the next section will discuss the determination 
of sample size. 
5.9.2 Sample Size 
In general, Malhotra, (1999) points out that the increased sample size is needed for 
several fulfilments such as deriving conclusions requiring high accuracy, large 
amounts of information, and the use of sophisticated multivariate analysis, on the 
other hand, this maybe limited by the cost of a large sample size. 
In order to determine the suitable size of the sample there are quantitative and 
qualitative perspectives (Hair et a!., 2003). Quantitative perspective includes 
calculations according to numerous elements: the precision required, the level of 
statistical significance desired and the number of variables. Each of these elements 
is directly related to the required sample size. 
In context of the use of statistical analyses, it is important to ensure an appropriate 
and adequate sample size. Such as exploratory factor analysis, Pallant, (2007) 
recommends that sample size is important, and larger sample sizes should be 
tracked. Moreover, Hair et al. (2003) suggest that a minimum number of one 
hundred respondents is reasonable to carry out factor analysis. In addition, 
Tabachnick and Fidell (2007) state that sample size of greater than three hundred are 
perfect, and samples of one hundred and fifty are common enough if some of the 
variables have high loadings. In this regard, other researchers argue that instead of 
interest of sample size the ratio of response should be taken into consideration as 
well. This rate (ratio) has been estimated as 5: 1 (Hair et al., 2003, Tabachnik and 
Fidell, 2007) and 10: 1 (Nunnally, 1978). For a study with thirty study items, this 
corresponds to an optimal sample size of between 150 and 300 which is in this study 
is 163 cases. 
On the other hand, the qualitative perspective is important for determining sample 
size, namely the nature of the research and the desired outcomes, the literature 
precedent for similar studies, the expected achievement rate and the availability of 
resources to conduct the study. 
The combination of the above perspectives leads to an ideal sample size of 
approximately one hundred, which confirms the suitability of the data set for 
subsequent statistical analysis. It is essential to note that this explains the final 
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sample size following collation of all completed questionnaires. Therefore, it is 
critical to distribute the questionnaire to as large sample as possible to guarantee that 
this number is met, although a very low response rate is experienced. 
As denoted earlier, initial contacts were made to managers in Libyan banks, out of 
these, 345 questionnaires were sent to managers in the Libyan banks, of whom 195 
responded with completed questionnaires. The received questionnaires were then 
subjected to a selection criterion including the personal method, in which only the 
questionnaires with completed the performance measures and contingency factors 
sections were accepted in order to satisfy the purpose of the research. By this 
method, 25 questionnaires were rejected. 15 surveys had partially incomplete 
sections, and telephone contact was therefore made to follow up on this missing 
data. In addition, 5 questionnaires were rejected due to inability to obtain the 
missing data, and a further 2 were rejected as they were identified to be outliers as 
they represented extreme scoring. Following this selection process, a total of 163 
questionnaires were accepted, corresponding to a response rate of 40.7%. This rate 
is considered acceptable for this research, and fulfils the requirements outlined 
above. 
5.9.3 Sample Categorization 
In order to find out whether there are any differences in the use of performance 
measures between banks according to their specificities, to realize the impact of 
banks' characteristics on the adoption of performance measures. So, banks are 
classified into several categories as follows: 
- Size category: the size of the bank in which the banks can be split into two sub- 
groups which are small and large sub-groups based on the total of assets, banks 
with less than 150 million Libyan Diner (LD) are classified as small whereas 
banks with 150 million LD or more are classified as large. This is to investigate 
the relationship between the size of bank measured by the total of assets and 
performance measures used (Roque and James 2000). 
- The type of business category: in this category banks could be divided into 
commercial and specialised' sub-groups banks, with the purpose of examining 
Specialized banks in Libyan context are stated-owned and run by the government, which aimed 
primarily to achieve social objectives related to socialism idea, in simply these banks non profitable 
organisations to some extent, because they offer very low interest rate for their services compared to 
commercial ones. 
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the argument that the type of industry/business may influence an organisation to 
apply management accounting practices that differ from other organisations (e. g. 
Cobb et al 1995). 
- The ownership category, banks were classified based on this category into two 
sub-groups -state-owned and private sub-groups. This classification aims to 
investigate the impact of bank's ownership on the choice and the use of 
performance measures, which is developed by this study. 
- The type of business strategy, in line with Miles and Snow (1979) the banks 
were identified according to the type of strategy adopted into three types of 
business strategies. These are defender, prospector, and analyser strategies, this 
classification aims to find out the influence of the type of business strategy 
orientation in the use of performance measures. 
5.10 Data Collection Instruments 
Data collection methods are a vital part of research design. The selection of data 
collection methods depends also on the facilities available, the time span and other 
costs and resources associated with gathering data (Sekaran, 2003). Data can be 
collected in diverse ways, in different settings and from numerous sources (Sekaran, 
2003). The selected methods should allow the researchers to achieve the objectives 
of the study. Qualitative methods of data collection include methods of interviews, 
focus groups and observations. Quantitative methods include methods of telephone 
surveys, and questionnaires. As a result, the present research employs a 
questionnaire and interviews (unstructured and semi-structured) as research 
instruments to collect data besides archival documents. In this line of thought, 
Oppenheim, (1992) argues that questionnaires and interviews have been broadly 
used in social research for collecting data. However, Saunders et al., (2007) say that 
in a quantitative approach to research, for example, the researcher may choose to 
apply exploratory interviews at the beginning to identify some issues variables. The 
data that the researcher gather from such exploratory interviews will be used in the 
design questions in the questionnaire or structured interview. Semi-structured 
interviews may be used to explore and explain themes that have emerged from the 
use of questionnaire. Many researchers such as Anderson and Lanen (1999) have 
supported semi-structured interviews. Thus, this study used the methods described 
above in order to assess the extent of usage of performance measures in Libyan 
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banks, and the impact of some variables on use of these measures. These techniques 
include: the researcher conducted unstructured interviews with seven managers 
before designing the questionnaire to enable him to compare, develop and 
understand what had been written in the literature and the actual situation on the 
ground. Then, the researcher designed the questionnaire after studying the literature 
and examining the feedback from the unstructured interviews, and from focus 
group. After that, semi-structured interviews were conducted with eighteen 
managers to clarify, understand and add further information about the research 
topic. It is worth mentioning that this study mainly applied a deductive approach 
rather than an inductive one. Finally, archival research was employed for collecting 
data that tends to be publicly available from the Central Bank of Libya databases 
and/or bank's annual reports. Archival research was used also for validating the 
information provided from the questionnaire and interviews. The following sub- 
sections describe in detail how data were collected by questionnaire, interviews and 
archival methods. 
5.10.1 Unstructured Interview Technique 
After reviewing the literature on performance measures and the factors that may 
influence the use of these measures within banking and services organisations in 
different environments, the researcher conducted unstructured interviews with seven 
managers of Libyan banks, as exploratory research for this study. The sample was 
selected to represent different types and sizes of banks sector in Libya. Consistent 
with Zikmund (2003) who states that researchers use this technique with the 
expectation that following research will supply conclusive evidence. In addition, in 
other expression, it is may make a misleading way to go through the questionnaires 
before the check of readily available sources of information have been done like an 
unstructured interview. Many researchers have employed this technique in their 
studies before designing their main questionnaire, for example, (Chow et al., 1997). 
Zikmund (2003) mentions that there are several advantages for unstructured 
interviews that assists the researcher in the following aspects such as: collecting in- 
depth information about research topic under investigation, and clarifying the issues 
studied in the literature. And designing a more relevant questionnaire, as well as 
checking the potential participants' willingness to the study. Further using visual 
aids and personal observations, plus understanding to what extent this study could 
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he extended. On the other hand, this is not sometime the case, because unstructured 
interviews had some limitations. such as it takes a long time compared with 
questionnaires, and it requires more skills and experience. 
With regards to unstructured interview design, Zikmund, (2003) indicates that there 
is no standard design for such a technique and it is just initial method conducted to 
clarify and define the nature of a research problem. 'T'herefore in this study 
unstructured interviews were used without written questions addressed to 
interviewees, and it is used for many reasons such as: 
I) it is used to examine relevance of the research questions designed mainly from 
the literature. 
2) it is aimed to take feedback from interviewees about the study objectives and 
questions. 
3) it is applied to obtain information about the situation of performance measures. 
and get better understanding of the factors that may influence the use of' 
performance measures. and 
4) it is utilized to gain insights and discover new ideas about the research topic. 
With reference to unstructured interviews sample. it could he reported that in 
September 2008, seven Libyan banks were invited to participate in unstructured 
interviews, initially, 20 managers (chief executive officer, senior managers, and 
branch managers) in these banks had been contacted by telephone and e-mail 
informing them about the research aim and objectives, importance cif their 
participation in the current study, and use of' data obtained and information only for 
academic purposes, and promised confidentiality. Table 5.5 illustrates how the 
researcher managed to obtain a positive response from 7 managers banks (35% 
response rate) whereas 8 refused to participate in the exploratory study. and 5 gave 
no response. Interviews were conducted in a friendly, conversational manner. 
Table 5.4: Pit 11 cinution rate for unstructured inter. ic... 
Number of 
calls 
Positive 
response 
Negative response Non response Response rate 
20 7 8 5 35% 
5.10.2 Questionnaire Design and Administration 
A questionnaire is a list of carefully structured questions, chosen aller considerable 
testing to achieve a reliable response from a chosen sample (Hussey and Hussey, 
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1997). The questionnaire survey is one of the most widespread techniques that has 
been used in many previous studies, and can be used for both descriptive and 
explanatory research. For descriptive research, it allows the researcher to identify 
and describe the variability in different phenomena. For explanatory research, it 
allows the researcher to investigate and explain relationships between variables (sec 
Saunders et at., 2007). Several researchers (e. g. Oppenheim, 1992; Fasterby-Smith 
et at., 2002; Sekaran, 2003) stress that questionnaires are the most popular method 
for collecting data and can be categorised into main the types: 
Firstly, the personally administered questionnaire is usually presented to the 
respondents by an interviewer or by someone in an official position (Oppenheim, 
1992). This type of questionnaire takes two forms in terms of the distribution 
method self- administered and group-administered questionnaires (Sekaran, 2003). 
Secondly, the on-line questionnaire, this type of questionnaire is delivered and 
returned electronically using either e-mail or the web site (Saunders et al., 2007). 
Thirdly, mail questionnaire, this is a commonly used method in gathering data in 
social sciences (Oppenheim, 1992). The questionnaire and covering letter are posted 
to the respondents with a prepaid envelope for returning the completed 
questionnaire. There are some advantages to using the questionnaire that can be 
included as follows: 
- The independency of researchers is not a problem when a postal survey is being 
conducted (Saunders et al., 2007). 
- The relatively low cost of conducting postal questionnaire surveys (Kumar, 
1999). 
- The ability to study a large population at relatively low cost (Owen and Jones, 
1994). 
- The risk of bias or mistakes in interviews can be minimised by the postal 
questionnaire survey (Owen and Jones, 1994). However, the questionnaire has its 
own bias. 
- Provides more anonymity to the respondent (Kumar, 1999). 
On the other hand, these advantages may not work in several cases like one of the 
main weaknesses of a postal questionnaire is the low response rate (Owen and 
Jones, 1994; Kumar, 1999). Also it has the difficulty in clarifying any issue which 
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may be confusing to the respondent (Innes and Mitchell, 1997). Further, it prevents 
the responses from applying further information (Kumar, 1999). 
Based on the above the mail questionnaire was considered as an appropriate method 
of data collection because it provides the large amount of cross-sectional data 
needed for this study. Moreover, an analysis of responses from a large number of 
banks, which are widely dispersed, would achieve the objectives of this research. 
In this context, in order to examine the research argument, a seven-page survey was 
used to collect specific data about two aspects; namely, the type of performance 
measures used by Libyan banks; and the contingent variables that might affect the 
use of these performance measures. In designing the questionnaire, comments and 
feedback from unstructured interviews, supervision team and focus group were 
elicited in an attempt to assure that questions were clear and accurate. The key 
components of the questionnaires were selected as a creation of the theoretical 
framework, which is derived from contingency theory to explain different variables 
that affect the use of performance measures. Therefore, using a questionnaire survey 
in this study was accurate to achieve the research objectives. 
The questionnaire mechanism in this research was structured in line with other 
questionnaires applied in this field by different research (e. g. Vangneur, 1996; Van 
der Stede, 2001; Youssef, 2007), see Appendix (1). The next sections consider the 
processes taken to build the questionnaire. 
5.10.2.1 Scale Design 
The five-point rating scale, such as that described by Likert (1932), is the most 
commonly adopted method for the development of subject-centred scales (Dawis, 
1987). The Likert procedure involves a number of stages, namely the first stage is 
the writing of a range of items that cover the array of content to be studied. Five- 
point rating scales are generally adopted, with scoring weights of I to 5 assigned to 
the points. The second stage is that the items are presented to a large number of 
respondents (N >30). In addition to the individual responses, a total score is 
calculated for each respondent by summing the scores for each item. This is 
followed by an item-total score correlation which is performed in order to screen 
items, and select only those which are able to discriminate between high and low 
scorers. This can be achieved through employment of an item-to-total reliability test. 
Cronbach's coefficient alpha (Cronbach, 1951), the widely employed test of the 
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scale's internal consistency and reliability (Peterson, 1994), is also assessed at this 
stage. Finally, items which have proved to be the best discriminators arc selected, 
and used to calculate overall scale scores. 
As a result of its popularity in the development of scales for numerous surveys and 
studies, the Liken method has attracted some criticism, for example, Fox et al., 
(1988) argue that the Likert scale is left open to respondent bias, when the study 
participants attempt to create a certain impression, such as presenting their own 
banks in good light. Such bias is likely to result from wording of the items and 
anchors, and this effect can largely be overcome by careful selection of questions 
(Oppenheim, 1992). 
In this research, respondents were asked, in different ways, if they apply different 
performance measures in their banks. Therefore, a 5-point Likert scale was used, 
where the statements were placed in an order, and next to the statements was a grid 
consisting of five columns: 'strongly agree', 'agree', 'neutral', 'disagree', 'strongly 
disagree'; each column had a particular value, i. e. 5,4,3,2,1 respectively. 
Respondents were asked to tick the appropriate box, to indicate how far they agree 
or disagree with each statement. Number (5) indicated that they strongly agree with 
what the statement says, number (1) indicated that they strongly disagree with what 
the statement says and numbers along the continuum indicate different levels of 
agreement or disagreement. The total score, which is calculated by adding up the 
scores for each statement, identifies the respondent's position of each type of 
performance measures and whether his or her bank applies such type of 
performance measures or not. 
Number (3) which is the middle point on the scale represents 'I do not 
know/neutral'. Karavas-Doukas (1996) highlighted that an attitude scale, such as the 
Liked scale, is a basic measuring device, consisting of a number of statements to 
which the respondent must express his or her degree of agreement or disagreement. 
Depending on the respondent's choice that represents his or her opinion about each 
statement, a particular score is rendered. Although, one of the limitations of the 
Likert"type scales is the difficulty of establishing a neutral point on the scale, the 
neutral point could be, not necessarily, the mid-point between the extreme scores. 
This depends on the understanding of the topic and context studied (Oppenheim, 
1992). Karavas-Doukas, (1996) argues that an odd rather than an even number of 
response alternatives is preferable under circumstances in which the respondent can 
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legitimately adopt a neutral position. Therefore, in this research, number (3) is dealt 
with as the mid and neutral point on the scale that distinguishes between the 
agreement and the disagreement attitude of the respondent. 
The questionnaire used in this study involved items with a five-point rating scale. 
The odd-numbered scale is important as it allows for adoption of a neutral position - 
the central point of the scale (Cox, 1980). The exact descriptors for each scale point 
varied between sets of questions according to the aspect of mass customisation 
being explored. The selection of the specific items for the scale is discussed in the 
following section. 
5.10.2.2 Item Selection 
An extensive literature review was performed in order to identify items which have 
previously been used to examine such factors. On the basis of this literature review, 
fifty-eight items were selected from previous studies, which shaped the theoretical 
base of the questionnaire. These items were subsequently tested before to include to 
the survey. The literature revealed a lack of specific items that correspond with the 
purpose of this study, particularly with respect to performance measures, and some 
items therefore required change. This comprises the impetus for the two stages of 
testing which were subsequently performed. The first stage of testing involves focus 
group, which will be discussed in more detail in the following section. From the 
suggestions of the focus group, some items were removed, some were amended to 
assist with clarity, and others were added. This resulted in an initial questionnaire 
which was completed by twenty four bank managers in a pilot study. 
Items with low correlation with item-to-total and low Cronbach were removed from 
the questionnaire, giving rise to the questionnaire in its final form, as shown in 
Appendix (A). In order to investigate the current use of performance measures and 
examine the impact of contingent factors, sixty-one items were initially selected. 
Items were taken from a number of sources (Vangneur, 1996; Van der Stede, 2001; 
El-Gendy, 2004; Youssef, 2007). 
This selection was also supported by the recommendations of the focus group. 
These items provided a starting point for the preparation of the final questionnaire, 
and some items were subsequently modified or removed in order to ensure that the 
most valuable information was collected. As a result of this selection procedure, 
there were a total of fifty eight items. 
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5.10.2.3 Question types and format 
Saunders et al, (2000) Easterby-Smith et al., (2002) argue that question design is 
related to the level of validity and reliability of the research, thus the main decisions 
in this stage should be related to the type of questions. Several researchers (e. g. 
Oppertheim, 1992) recommend using guidelines for designing questions. In this 
regard, there are three important issues in designing the questions in the 
questionnaire, which are related to the wording of the questions; the general 
appearance of the questionnaire; and how the variables should be categorised, scaled 
and coded (Sekaran, 2003). Further, Hair et al. (2003) suggest other issues that 
relate to design questions for example: (1) the concepts to be measured should be 
well-known and identified and a method of measurement determined, and (2) 
decisions on classification and outcome information, types and wording of 
questions, questionnaire sequence and layout. 
However, all the above guidelines were taken into account in order to reduce biases 
in this research. For example, the covering letter mentioned the aims, objectives and 
importance of the study. Furthermore, attempts were made to exercise easy and 
clear questions, such as the wording of each question was carefully considered to 
provide one possible meaning and to avoid ambiguity. In addition, a guideline 
statement was used before answering all the questions in each section in the 
questionnaire. In types of questions context, Oppenheim (1992) claim that questions 
could be classified in different types as follows: 
Factual and noit-Factual Questions. Factual questions deal with details for 
example respondents' job title, the occupation of respondents in the organisation. 
This type of questions is important to explain the sample and to classify 
respondents. Non-factual questions cope with opinions, beliefs and attitudes, for 
example, questions concerning the level of satisfaction about performance 
measurement systems used. 
- Open-Ended and Closed Questions. Saunders et al., (2007) argue that in open- 
ended questions the researcher does not provide any set of choices, and 
respondents are free to answer in any way they select. On the other hand, in closed 
questions the respondents should make choices among a set of alternatives given. 
These type of questions help the respondents to make quick decisions and the 
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researcher to code the information easily. Also, the closed questions can be 
classified into the following types: 
" List questions: This type provides the respondent with a list of responses any of 
which they can select. Such questions are useful when the researcher needs to 
establish that the respondent has considered all possible responses. 
" Category questions: This type is designed so that each respondent's reply can fit 
only one category. Such questions are useful to collect data about attributes. 
" Ranking questions: This type asks the respondents to place things in ranking 
order. Such questions are useful to discover the relative importance to the 
respondents. 
" Quantity questions: This type requests the respondents the amount of a 
characteristic and tends to be used to collect behaviour or attribute data. 
" Grid questions: This type allows the researcher to record the responses to two or 
more similar questions simultaneously. 
" Scale questions: This type is often applied to gather attitude and beliefs data. The 
most general approach is the Likert scale in which the researcher requests the 
respondents how strongly they agree or disagree. 
Among these types of questions, several open questions were used in this research 
in the form of (other please specify). Also, an open question was used in section two 
of the questionnaire to obtain information about the number of strategic objectives 
and measures employed in the performance measurement techniques. Also open 
questions were used in section one to obtain information about the respondents and 
to provide the respondents with a space to comment on the questionnaire. The 
reason for using a limited number of open questions is that these questions may 
discourage busy respondents from replying to the questionnaire (Hussey and 
Hussey, 1997). 
The key types of questions applied in this study were closed questions, but still 
allow some scope for expressing opinions. The justification for this selection is that 
these types of questions are typically utilised in quantitative studies using large- 
scale surveys (Hair et al., 2003). These types of closed questions were extensively 
employed throughout the questionnaire sections to measure research variables. 
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5.10.2.4 Questionnaire layout and flow 
(Hussey and Hussey, (1997) argue that a questionnaire can often lead to a low 
response rate and a non-response bias. Sekaran, (2003) suggests that considerations 
should be focused on the layout and the flow as an important part of building the 
questionnaire. In this vein, Saunders et al. (2007) recommend that the layout of the 
questionnaire should be attractive to encourage the respondents to fill it in and 
return it. The common rule is to keep the questionnaire as short as possible. A good 
questionnaire should include precise instructions to the respondents, and the 
questions should be presented in a logical order. In addition, Sekaran (2003) stresses 
that the form of the questions should assist the progress of the responses from the 
start to the end of the questionnaire. 
Consequently, in developing the questionnaire instrument, a number of layout 
considerations were taken into account. Primarily, Likert scales were used as the 
main response format because they are quick and easy to use (Zikmund, 2003). 
Further, the questionnaire was divided into four sections and each section included 
sub-sections. Questions were grouped by topic area and presented in a logical order 
to build a sense of continuity. The same or similar topic headings were used for 
sections in order to develop the continuity element. Different fonts were used to 
indicate headings, subheadings and questions to provide a careful and professional 
finish to the questionnaire, and each section of the questionnaire consisted of clear 
instructions. In addition, the first page of questionnaires consisted of the name of the 
Liverpool John Moores University followed by the title of the research. This 
followed by aim and objectives of study. The page ended with the name of 
researcher and his supervisor. 
Thus, the questionnaire started -with the most important questions and sensitive 
questions were left until the end. The flow of the questions was designed as follows: 
the first section of the questionnaire was designed to obtain general information 
about respondents, surveyed banks, and the performance measurement systems 
used. The second and third part is the essential part of the study and was placed at 
the beginning of the questionnaire (i. e. questions about performance measurement, 
and their practices). The last questions relating to the contingency variables were 
grouped respectively. This was used to encourage greater response as having taken 
the time to complete the questionnaire, respondents was less likely to abandon 
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completion of the questionnaire (Frazer and Lawley, 2000). Further, page layout 
was also taken into account in order to make the questionnaire user friendly and 
easy to read. Tick boxes were provided to enable easy completion of questions. 
Colour papers were used to print the questionnaire. This was important as it added 
to the professional look of the questionnaire but also encouraged response as the 
coloured paper would be evident in a pile of white papers. Finally, messages at the 
beginning and end of the questionnaire were used to reconfirm the purpose behind 
the questionnaire and stress the confidentiality aspect, give an indication of the time 
it may take to complete the questionnaire and thank respondents in advance for their 
time and effort. 
5.10.2.5 Focus Group 
A focus group provides one method of obtaining qualitative data, in the form of 
group discussions exploring specific issues, and it generates data from group 
discussion rather than addressing specific questions to specific group members 
(Kitzinger and Barbour, 1999). Focus group could be employed to assist with the 
designing of questionnaires, by providing broad feedback about key issues which 
should be examined to the phrasing of specific questions (Kitzinger and Barbour, 
1999). 
Thus, a focus group was used in this study to provide feedback and suggestions 
concerning the initial form of the questionnaire. This was of particular importance 
due to the relatively new area investigated in this study: the items were collected 
from various sources and had previously been utilised to study these specific 
relationships, particularly in the area of performance measurement. As a result, it 
was valuable to gain input from focus group as to the appropriateness of the items, 
and to gain suggestions as to any helpful modifications which might be made. 
A sample of seven PhD student at Liverpool Business School were asked in which a 
small number of subjects recruit other suitable subjects from amongst their 
acquaintances. The focus group procedure consisted of two main parts: 
Section one involves a discussion of the general concepts of performance 
measurement and several contingent factors. It was designed to allow collection of 
first-hand information. The suggestions of the focus group allowed the development 
of the questionnaire. The focus group discussion was therefore very helpful in 
clarifying the concepts proposed in the theoretical framework from an operational 
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perspective. The final form of the questions was made some the modifications based 
on the focus group suggestions. 
5.10.2.6 Pilot Testing 
Oppenheim, (1992) asserts that before distributing the questionnaire, it is essential 
to test and pilot the questions. The aim of this process is to improve the 
questionnaire so that respondents will have no problems in responding and 
answering all the questions. Moreover, the pilot allows the researchers to attain 
some evaluation of the questions' validity and reliability of data (Saunders ct al. 
2007). In addition, Sekaran, (2003) adds that pilot testing may involve a small 
number of respondents to test the suitability of the questions and their 
understanding. In a different context, Hussey and Hussey, (1997) claim that pilot 
testing may include friends, colleagues and people of different opinions. 
Thus, this research took into account the above mentioned recommendations and 
carried out and tested the draft questionnaire to seven PhD students and five 
members of academic staff at Faculty of Business and Law at Liverpool John 
Moores University. All the students and members of academic staff provided many 
insightful comments relating to changes to the wording and scales of the questions. 
Moreover, the researcher's supervisor's comments were also taken into 
consideration. 
For the pilot study, the questionnaire was sent to number of managers in Libyan 
banks which were chosen randomly, and they were asked to participate and 
complete the questionnaire. In addition, a special covering letter was prepared and 
mailed to the respondents. They were also asked to make any comments relating to 
unclear questions, and suggest questions that they thought would be useful for the 
research. Furthermore, the pilot study also provided the researcher with the 
opportunity to examine the coding system that has been used. As a result of the pilot 
process, 24 of the 60 questionnaires distributed were returned completed. The 
reason given for non-completion was the targeted person was no longer employed 
by the management. The questionnaire responses suggested that the respondents 
found the questionnaire easy to complete and understandable. Also, 'there was no 
evidence to indicate misunderstanding of the questionnaire items. In response to the 
comments received from the pilot process, many modifications were made to the 
questionnaire, but without exceeding the number of pages or deleting important 
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questions. In general, most of these modifications related to wording, layout and 
improvements in the clarity of the content. 
5.10.2.7 The Covering Letter 
Hussey and Hussey (1997) stress that attaching a covering letter which includes an 
explanatory paragraph with the questionnaire can explain the aim and context of the 
questionnaire. In addition, Saunders et at. (2007) propose some guidelines to clarify 
the purpose of the questionnaire by text an introductory statement accompanied by a 
covering letter. Therefore, in this study, a covering letter was designed in line with 
mentioned guidelines. The letter was carefully worded to make sure that the 
respondents understand the aim and importance of the study. The letter was printed 
on a single official letterhead page of Liverpool John Moores University. The first 
paragraph of the letter includes the aim of the study. The second paragraph 
emphasises the importance of the study to both banks and the researcher, and also 
gives the respondents the opportunity to obtain a copy of the report of the research 
conclusion. The third paragraph confirms to the respondents that all the information 
would be used only for academic purposes and would be treated as strictly 
confidential. The last paragraph in covering latter provides information about the 
supervisor and the researcher. 
5.10.2.8 Outline of the Questionnaire 
The final draft of the questionnaire (see Appendix A) was designed to include 
information on the performance measures, and emphasis on factors influencing their 
effective usage. The questionnaire consisted of eight pages, including the covering 
letter in the front. The questionnaire was divided into a four main sections as 
follows: 
Section: one was designed to obtain information about the respondents and their 
banks. So, it was divided into three parts. Part one (questions asked the 
respondents to introduce personal detail like job title, qualifications ... etc. Part two 
(questions 1.2.1- 1.2.4) concerning information about the banks, whereas part three 
(question 1.3.1-1.3.5) asked the respondents about the current performance 
measurement practices/systems applied in their banks. 
Section trvo. This section (questions 2.1- 2.30) was designed to identify which 
financial and non-financial performance measures were used, based on a 5-point 
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scale ranging from 1(strongly disagree) to 5 (strongly agree). These questions were 
adapted from (Vangneur, 1996; Van der Stede, 2001; Youssef, 2007). 
Section three. This section (questions 3.1-3.5) was proposed to determine the extent 
to which performance measures are important drivers of bank's long-term success 
and the extent to which they used them for different decision purposes such as to 
evaluate managerial performance, identify problems and improve opportunities, and 
finally, information on how businesses are incorporating performance measures that 
can be directly linked to the strategies and whether their financial and non-financial 
performance measures were causally linked to each other. These questions were 
adapted from lntter, et al, (2003). 
Section four. In this section (questions 4.1-4.28) efforts were made to capture the 
relationships between different contingent variables and the use of different 
performance measures. The scale used in this section was a 5-point scale ranging 
from I (strongly disagree) to 5 (strongly agree). The questions used in this section 
were adapted from previous studies in the field (Roque et al. 2001; Vangneur, 1996; 
Van der Stede, 2001; El-Gendy, 2004; Youssef, 2007). 
5.10.2.9 Administering the questionnaire and response 
profile 
The final draft of the questionnaire was mailed to about 345 participants in July, 
2009; each questionnaire had a covering letter, and an envelope. The number of 
usable completed questionnaires was 121. A further 51 were returned uncompleted 
with reasons for non completion. After about four weeks, a reminder contact was 
made, as a result of this call, 26 were usable completed questionnaires and 14 were 
uncompleted without any specific reasons for lack of completion. On September, 
2009 a second call was made to enhance the response rate. The respondents were 
asked to indicate if they were not prepared to participate in the survey to complete 
section one from the questionnaire. This information was collected in order to check 
for the non-response bias. As a result, another 29 responses were received including 
16 usable questionnaires and 13 unusable questionnaires. Additional 18 
questionnaires were collected during the interviews as will be explained in the next 
section. For the purpose of non response bias, 78 responses were received including 
information about the respondent and their banks. 
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Consequently, the total usable responses were 163 which represents 40.7% response 
rate. The response profile of the survey is shown in 'fahle 5.6. According to 
Saunders et al. (2000), examination of' recent business surveys reveals response rates 
as low as 15-20 per cent for postal surveys. 'thus, this response rate is considered to 
be satisfactory as it is higher than response rates in other previous studies (e. g. 
Olson and Slater, 2002; Maiga and Jacobs, 2003: Maltz ct al., 2003). Finally, a total 
of 1 16 respondents (%71) were interested in receiving a copy of the research 
findings. Thus, a copy of the preliminary findings were mailed to each respondent 
with a thank you letter. 
Table 5.5 Response Profile 
Response profile Main survey First contact Second contact Total 
Usable questionnaire 121 26 10 16 3 
Unusable 18 4 3 25 
Partially completed 26 7 5 38 
Refusal 7 3 5 15 
Total 172 40 29 241 
Rate of response %40,7 
5.10.2.10 ('heck for non-response Was 
Wallace and Mellor, (1988) argue that questionnaires are capable of' being 
substantially biased by the presence of a large percentage of respondents who are 
not able to return the questionnaire or those who partially till in the questionnaire. 
Further, Hussey and Hussey, (1997) state that it is essential to consider the issue of 
non-response bias when collecting the questionnaire. which is often a basic issue 
because research design is contingent on generalising from the sample to the 
population under study. As nun-response bias could affect the generalisation of' the 
research results to the population, it was decided to check for non-response bias. In 
order to do that some methods were used in line with Wallace and Mellor (1988) for 
checking questionnaire non-response bias: the first method is a comparative analysis 
of responses by date of reply. This method requires that returned questionnaires hear 
the dates of completion, or questionnaires are coded as they are received. One 
method is to compare the completed questionnaires received from the main survey 
with those received from the follow-up contacts. The second method is a 
comparison of the profile of respondents against known characteristics of a sampled 
population. The last method is comparison of the characteristics (e. g. Job title, type 
of qualification) of respondents with non-respondents from the sample. 
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Apart from various methods to check for non-response bias, the literature does not 
include much information about how to choose between these methods. The choice 
depends on the judgement and experience of the researcher (Wallace and Mellor, 
1988). In an attempt to establish that the research respondents were representative of 
the group sampled, two alternative methods to compare non-respondents to 
respondents were employed in this research. The first method was used to compare 
early respondents (i. e. main survey) and late respondents (i. e. follow-up) in terms of 
job title of respondents (chief executive officer, senior managers, and branch 
managers). If the three groups differ significantly on these terms non-response bias 
is likely to exist. The second method is to compare the characteristics of respondents 
with non respondents from the sample. This information was obtained from the 
second follow-up contacts, and then Chi-square tests were used to determine if there 
was a significant difference between early and late respondents and between 
respondents and non-respondents. The results of these tests are reported in chapter 
six. The results indicated that there were no significant differences in the responses 
between these two groups (P-value > 0.05). The results therefore suggest that the 
limitation of a non-response bias is unlikely to apply in this study. 
5.10.3 Interview Administration 
The main aim of conducting interviews is gathering additional data that could be 
used as another source of the explanation of the results of quantitative data (from 
questionnaires). The interviews were semi-structured interviews with a clear set of 
questions to be explored. Face to face semi-structured interviews were conducted 
with 18 managers, who were not able to fill in the questionnaire within the period 
July 2009 to September 2009. This method was used by many researchers, it 
includes a list of questions that supplemented with open-ended discussion to clarify 
issues or answer questions raised by both interviewee and interviewer (for example, 
see Cobb et al., 1995; Anderson and Lanen, 1999). 
The questions were reviewed during the interview process to ensure that all the 
information was appropriately captured. The interview also allowed discussion of 
the strategy of the bank amongst other factors. Sekaran (2003) argues that an 
informed researcher who conducts interviews would be in a better position to clarify 
doubts and answer any inquiries the interviewees may have, thus, ensuring that the 
responses are properly understood and answered, which, in turn, minimises the non- 
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response rate of the study. Moreover, many ideas can also be brought to the surface 
during the interviews, in the other words, information can be supplemented with 
other data such as that obtained by observation during the interview (Kumar, 1999), 
in addition, the researcher can explain questions, answer any enquiries and clarify 
terms. However, it is still subject to respondent biases associated with survey and 
interview data, as well as it is time-consuming and expensive, and skills from the 
researcher are needed. 
5.10.3.1 Interviews Questions 
The same questions used for the questionnaires were used in interviews as a 
structured question list. At the beginning of each interview, the interviewee was 
required to complete the questionnaire. This enabled an additional 18 questionnaires 
to be included in the questionnaire survey. During interviews, all interviewees' 
enquiries were explained and answered. Interviewees were also asked if they would 
like to provide further information, comments, and suggestions relevant to the study, 
especially about research theme. It was anticipated that the questionnaire survey 
would elicit a low response rate, therefore, since a high response was desired, the 
researcher conducted semi-structured interviews to increase the response rate. 
There are several advantages for conducting semi-structured interviews: such as 
allowance for triangulation to be carried out (Saunders et al., 2007; Anderson and 
Lanen, 1999), and to obtain more information and suggestions about subject area. 
Also, to increase the response rate by adding interview responses to postal 
responses. Finally, it is done to confirm the questionnaire's validity and reliability. 
5.10.3.2 The sample for semi-structured interviews 
The target sample was 18 interviews which were carried out in September 2009 to 
November 2009. This sample number was considered reasonable for interview 
purposes and banks were chosen to represent both size and type of Libyan banks. 
The researcher contacted managers to seek their willingness to participate in the 
interviews. 18 managers agreed to participate in interviews, from among 60 initially 
contacted during the pilot study, a response rate of 30% (see Table 5.7). however, 
the remaining number prefers to participate by receiving the questionnaires instead 
of doing the interviews. 
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Number of calls Agree to participate 
Agreed to receive the 
questionnaire by post_____ 
Response rate 
60 18 28 .t 110 
A copy of' the questionnaire for interview purposes was sent to interviewees one 
week in advance of the interview appointment. The researcher confirmed the 
interview a day before the appointment. 
5.10.4 Archival research 
The data from the questionnaire and intcrv, ir%N %%cre collected, then a matching 
exercise with the financial and contextual data included in the ('entral flank of 
Libya database was conducted. The names of the banks that had completed the 
survey instrument were searched for through the database and the data relating to 
their bank performance, ownership structure, type of industry, and hank's site were 
taken. These data were then added to the file containing the collected survey 
information on SPSS. In addition to this, annual reports from the year 2007-2008 
were obtained from all the publicly quoted banks that had participated in the survey. 
The information included in the reports was compared to the data extracted from 
obtained data from research methods. This exercise gave confidence to the 
researcher about the reliability of the database. Furthermore, the information was 
contrasted with the one provided by the managers in the survey and interviews 
instruments. It was ft)und that the information provided in the survey and interviews 
about the type of financial and non financial performance measures used matched 
the data that managers included in their systems. Ilowever, it was found that most 
banks avoid disclosing the nonfinancial information used for evaluating their 
performance. This finding verified the need fr the data collection methods in order 
to gather this type of information. 
5.11 Reliability and Validity Analysis 
Oppenheim, (1992) states that validity refers to the degree to which an instrument 
measures what it is supposed or intended to measure, whereas reliability refers to 
how well the instrument of interest is measured. Also Sekaran, (2003) points out 
that it is significant for measuring the research variables to scan the accuracy and 
precision of the device used. Thus, validity and reliability measurements were 
ascertained to make sure that the measures are reasonably good. 
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5.11.1 Validity 
Pallant (2007), Hair et al., (2003), and Sekaran, (2003) recognize that scale validity 
tests could be described into three types: Firstly, criterion validity concerns the 
relationship between scale scores and some specified, measurable criterion (I lair et 
al., 2003). There are two terms of criterion validity that can be carried out. The 
former is concurrent validity, which refers to the extent to which a measurement 
scale relates to other well-validated measures of the same topic Oppenheim, (1992). 
It is established when the results obtained from the scales are consistent with the 
results of other scales that are used to measure the same object (Oppenheim, 1992). 
The latter is predictive validity, which refers to the ability of the measuring 
instrument to differentiate among individuals with reference to a future criterion 
(Sekaran, 2003). 
Secondly content validity refers to the adequacy with which a measure or scale has 
sampled from the intended universe or domain of content. In other words, how well 
the indicators measure the different aspects of the concept (Sekaran, 2003). Content 
validity can be determined by a careful definition of the research topic, and the 
items included in the measurement scale (Cooper and Schindler, 2001). In addition, 
a group of experts can comment and judge on the suitability of the questionnaire, as 
well as allowing suggestions to be made to the structure of the questionnaire 
(Saunders et at., 2007). In this study, several efforts were made to meet content 
validity. For example, the purpose of the study was identified through an extensive 
literature review. Also, many questions and scales were used from previous studies. 
And the questionnaire was pre-tested by members of staff, doctoral students and a 
panel of academic researchers. Furthermore, a pilot study was undertaken to ensure 
that respondents have had no problems answering questions. Thirdly, construct 
validity involves testing a scale, not against a single criterion, but in terms of 
theoretically derived hypotheses concerning the nature of the underlying variable or 
construct. It refers to how well the results obtained from the measurement scale fit 
the theories around which the test is designed (Sekaran, 2003). Pre-testing the 
questionnaire in order to get feedback can assess this type of validity. As mentioned 
earlier, this study has carried out a number of pre-testing stages and pilot work to 
enhance construct validity. 
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Pallant (2007) states that construct validity is explored by investigating its 
relationship with other constructs; both related (convergent validity) and unrelated 
(discriminant validity). Peters (2002) argues that if constructs arc valid in this sense, 
one could expect relatively high correlations between measures of the same 
construct using different methods, which is known as convergent validity, and low 
correlations between measures of constructs that arc expected to differ, which is 
known as discriminant validity. 
Construct validity could be assessed through techniques such as factor analysis. flair 
et al., (2003) state that factor analysis attempts to identify underlying variables 
(factors) that explain the pattern of correlations within a set of variables. He states 
that construct validity could be demonstrated using content analysis, correlation 
coefficients and factor analysis. In addition, Huck and Cormier (1996) argue that 
convergent validity refers to whether the items comprising a scale behave as if they 
are measuring a common underlying construct. If so, items that measure the same 
construct should correlate highly with one another. On the other hand, discriminant 
validity is concerned with the ability of a measurement item to differentiate between 
concepts being measured. Therefore, as Peters (2002) explained that the test for 
discriminant validity is that an item should correlate more highly with items 
intended to measure the same trait than with any other item used to measure a 
different trait. This will be shown in the principal components factor analysis results 
in the next chapter (Chapter Seven), which should reflect that measures of 
constructs correlate more highly with their own items than with measures of other 
constructs being measured. It was found that the regression analysis is suitable for 
the defined constructs as shown in many previous studies in this field (for example; 
Jarley and Fiorito, 1997; Fullerton and McWatters, 2002; Davila, 2005 amongst 
many others), who support the construct validity of the survey instrument. 
Moreover, Abernethy et at., (1999) state that there are three types of validity; 
namely, construct, internal and external validity. The construct validity defined as 
the extent to which the constructs of theoretical interest are successfully 
operationalised in the research. They add that this definition incorporates both the 
extent to which the constructs are measured reliably and also whether the measures 
used capture the construct of interest. In terms of internal validity, they state that it 
refers to the extent to which the research design permits the study to reach causal 
conclusions about the effect of the independent variable on the dependent variable. 
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Finally, they defined the external validity by saying it requires the researcher to 
establish whether the results can be generalised from the research sample and setting 
to the wider population, settings or times. This last d41nition of validity will be used 
here in this research and will be discussed in the following chapter. 
5.11.2 Reliability 
The reliability of a measure refers to the extent to which it is without bias (error 
free) and hence ensures consistent measurement across time and across the various 
items in the instrument (Sekaran, 2003). The reliability of a measure is an indication 
about the stability and consistency of a measure over time (Easterby-Smith, 2007). 
According to Sekaran (2003), test-retest reliability and parallel-form reliability are 
two tests of stability of measures and inter-item consistency reliability and split-half 
reliability are two tests of internal consistency of measures. In this study, the 
Cronbach Alpha measure of internal consistency was used to assess the overall 
reliability of the measurement scale. This measure is the most frequently used 
method for calculating internal consistency (Saunders et al., 2007). The 
recommended minimum acceptable level of reliability for Cronbach alpha is using 
Nair et al. (2003) criterion. They agreed that an alpha coefficient of an average 
between 0.50 - 0.70 is a moderate and acceptable level for social research. The alpha 
coefficients will be calculated in Chapter Seven after using factor analysis for both 
dependent and independent constructs that determines how many variables of each 
type are extracted, then alpha coefficients will be calculated for each construct 
measuring a specific variable. The results show that all the variables passed the test 
and the achieved values exceeded the recommended value of this test. 
5.12 Empirical Analysis 
5.12.1 Parametric and Non-parametric Statistics 
Field (2000), and Pallant (2007) argue that in many cases, parametric statistics are 
more strict, more powerful than non parametric, and there arc several assumptions 
that the data should be achieved to apply parametric statistics. If these assumptions 
are achieved, parametric statistics could be used and vice versa, these assumptions 
are as follows: 
- The scale of measurement reached on the gathered data ought to be in the type of 
interval or ratio scaling, because, in contrast, non-parametric techniques are 
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perfect for use when the data measured is on nominal (categorical) and ordinal 
(ranked) scales. 
- The underlying distribution of scores in the population from which the sample 
has been randomly drawn is approximately normal. 
- The variances of variables are equal or homogenous. As Berenson and Levine 
(1992) explain that for situations regarding central tendency for which two 
variables have been drawn, that they be drawn from normal populations having 
equal variances, so that any differences between the populations will be in central 
tendency. 
For many of the commonly used parametric techniques there is a corresponding 
non-parametric alternative. On the other hand, Pallant, (2007) argues that non- 
parametric techniques tend to be not as powerful as parametric techniques, because 
they may be less sensitive in detecting a relationship, or a difference among groups. 
For this research, it could be argued that parametric techniques arc employed for the 
following reasons: 
- Although the scale of measurement is ordinal, it was argued that the Likert scale 
could be treated as interval data without any serious damage. As Peters (2002) 
states that the data, which is often collected in surveys employing the Liked 
scale, may be utilized for statistical analysis as if it was true interval scale data. 
- By checking the histograms of the residuals of the data, it was clearly noted that 
all points are lying in a reasonably straight diagonal line from bottom left to top 
right. That means that there are no major deviations from normality. 
- Normal distributions and equality of variances of different variables are supposed 
in testing for the difference between the means of different variables. Conversely, 
the consequences of departures from these assumptions on parametric tests (i. e. t- 
test) are very limited. Berenson and Levine (1992) state that parametric tests are 
powerful as long as the sample sizes are not extremely small being more than 30 
cases, the supposition of normality can be violated without serious effect on the 
power of the test. However, for equality of variances, if it is unwilling to assume 
equal population variances or they are not equal, some modifications should be 
taken into consideration. This point will be explained explicitly in the next 
chapter, which discusses the research analysis. 
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In conclusion, many statistical authors state that the most of the parametric 
techniques are fairly powerful, particularly, if the research has a good sized sample 
(> 30), which will tolerate minor violations of assumptions ( sec for cxample, 
Pallant 2001). 
5.12.2 The Scale of Measurement 
It is worth noting that that the investigation of any phenomenon should comprise 
variables that are measurable, that means, these variables can be placed at several 
points along a continuum against which numerals might be assigned based on 
certain rules (Berenson and Levine, 1992, and Cohen and Holliday, 1996). Visser, 
and de Nijs, (2006) conclude that the level of measurement can be classified into 
four categories, which are as follows: 
Firstly: The nominal scale is the most elementary scale; it does no more than 
identify the categories into which cases may be classified. Those categories have to 
be mutually exclusive and no ordering is implied. Secondly: The ordinal scale 
incorporates the classifying and labelling function of the nominal type, but in 
addition, it brings to it a sense of order, means that one category is said to possess 
more of a particular characteristic being scaled than does another category. The 
ordering, in such type of scales, implies only which category is greater than another 
category but it does not assume that the intervals between the numbers are equal. 
Thirdly: The interval scale is ranking the data in addition it allows us to state how 
far apart are different categories. In other words, the difference between 
measurements is a meaningful quantity. Nevertheless, it has no absolute zero point. 
Finally, The ratio scale is the highest level of measurement, because differences 
being meaningful and equal at all points on a scale and there is a true zero point. 
In this study, data collected is ordinal data that allows the researcher to rank the data 
in some order, as the Likert scale was used in the questionnaire that is at first 
designed to obtain respondents' opinions. However, the researcher could not argue 
that such type of scales allow him to count exactly the difference between ranks. 
Bryman and Cramer (2001) indicate that variables derive from multiplex-item scales 
(such as Likert scales) are ordinal data not interval. They also argue that treating 
these variables as ordinal variables will prevent researchers from using powerful 
statistical tools such as correlation and regression analysis. However, Bryman and 
Cramer (2001) recommend that it is for the research's benefit to cope with these 
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variables as interval ones. Therefore, these Likert scale data, which arc frequently 
gathered in surveys, may be utilized for statistical analysis as if they were true 
interval scale data. Furthermore, Peters (2002) suggests such treatment for the 
ordinal data for the ease of data collection from respondents and case of use by the 
researcher; as a result, the researcher could suppose equality of perceptual distance 
on the part of respondents between ranks on the scale. Finally, Labovitz (1970) 
advises that most ordinal variables could be treated as interval variables; but, the 
amount of error that can occur is minor compared with the considerable advantages 
from using the powerful statistical techniques. 
5.13 Statistical Analysis Methods 
The next chapters will illustrate the findings of the statistical analysis of the data 
collected in this study mainly through the questionnaire survey and the interviews of 
performance measurement within Libyan banks. This section deals with the types of 
statistical tests used in this study and reasons for the use of these particular tests. 
Siegel and Castellan (1988) indicate that parametric statistical tests are suitable 
when measurement on an interval or ratio scale has been achieved and the 
population is normally distributed, and sample size which is recommended to be 
more than 30 cases (Zikmund, 2003). Furthermore, according to Zikmund (2003), 
the selection of the method of statistical analysis rely on several conditions, for 
example, type of question to be answered, number of variables, scale of 
measurement. 
In general, there are two fundamental types of statistical analysis: descriptive and 
inferential statistics. Descriptive statistical analyses are those that sum up responses 
such as frequency distributions, averages, and standard deviations. In contrast, 
inferential statistics are those that allow to find out whether there are significant 
differences among the sample (i. e. tests of significance/comparison of means 
independent t-Test, One Way ANOVA). Finally, association analysis would be 
followed to assist in improving our understanding of the investigated phenomenon. 
5.13.1 Descriptive Statistics 
Hussey and Hussey, (1997) argue that descriptive statistical methods arc concerned 
with describing, presenting and summarising data. Therefore, it is used to describe 
the current situation of the Libyan banks and to provide some answers concerning 
types of performance measures applied by these banks descriptive statistics arc used 
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to organise, summarise, and describe measures of a sample. The most familiar form 
of such analysis is the calculation of averages, frequency distributions, percentage 
distribution and means were used earlier to describe the characteristics of the 
responding firms and the individual respondents. In addition, frequencies, means 
and mean differences are used to interpret the outputs from the descriptive statistics. 
For example, frequencies and means are used in ranking the extent of use of 
performance measures. Moreover, the means are also used to describe the types of 
financial and non-financial performance measurements according to their 
importance in performance measurement and evaluation purposes. Descriptive 
statistics provide an indication about the shape of the sample distribution which 
helps in deciding the appropriate analytical statistical method that may be used to 
test the research hypotheses. 
5.13.2 Independent t-Test and One Way ANOVA statistic 
These tests are used to test hypotheses about a population mean for small samples 
and when the standard deviation of the population is unknown. Levine, et al, (1999) 
claim that it has been found in practice that as long as the sample size is not very 
small and the population is not very skewed, the t-distribution gives a good 
approximation to the sampling distribution of the mean. Since the second objective 
to determine the difference (if any) in the range of performance measures used in 
Libyan banks as a whole and according to different categories of banks by 
comparing the practices used between all sub-groups in each category, it would 
seem to be appropriate to examine this hypothesis by using independent West and 
one way ANOVA statistics for comparing two means. 
5.13.3 Exploratory Factor Analysis 
The first analytical method is the exploratory factor analysis that will determine the 
number of dependent and independent variables that build the model of study. 
Exploratory Factor analysis is a statistical method that has a number of different 
uses. The primary purpose of factor analysis is data reduction and summarization. It 
is concerned with the reduction of a set of observable variables in terms of a small 
number of latent factors. It takes a large set of variables or scale items and looking 
for the commonalities among them so that the data could be decreased to a smaller 
set of factors. Thus, the smaller number of variables or scale items is more 
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manageable because factor analysis is seeking the items that arc strongly related 
(have relatively moderate-to-high correlation). Furthermore, Pallant, (200) and 
Peters, (2002) argue that factor analysis has been employed to appraise the construct 
validity of a test or a scale. The researcher utilizes factor analysis for analyzing 
relationships among a number of survey items or test scores. It is applied to 
investigate interrelationships among a large number of variables and to clarify these 
variables in terms of their common underlying factors. Therefore, by using factor 
analysis, a large number of statements can be refined and reduced to form smaller 
number of coherent subscales (Pallant, 2001). 
With regard to the use of the factors analysis technique in this study, chapter seven 
will gave more specific details about the principles for adopting this approach. 
Thus, composite factors gains in the factor analysis would be comprised in 
correlation and regression analysis. Factor analysis tries to simplify the correlation 
matrix by accounting for a large number of relationships with a smaller number of 
factors. 
5.13.4 Correlation Analysis 
One of the aims of this study is to establish the impact of individual contextual 
factors on the use of performance measures. Correlation analysis was deemed the 
most appropriate method to achieve this aim as correlation analysis tests whether a 
relationship exists between two variables (Field, 2005). 
There is support in the management accounting literature for the use of correlation 
analysis in establishing the association between variables (e. g. Intter and Locker 
2003) and therefore, this research is not diverging from norms set in the field. 
However, before embarking on testing the relationships between the dependent and 
independent study variables, it was important to establish if there was an overall 
difference in between small and large banks. For the purposes of this study, the 
classification that will be used for these two groups. Correlation analysis involves 
initially setting up compound variables in SPSS in order to enable the testing of the 
association between two variables. 
Appropriately labelled compound variables were set up in SPSS for the six 
contingent variables and these were then tested against the performance 
measurement items. The resulting correlation coefficients (r values) indicate the 
strength of association between each contingent variables and the use of 
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performance measurements for each of the two groups (small and large banks). The 
results for these tests are presented in chapter eight. 
5.13.5 Regression Analysis 
The final step in the analysis procedures was to use the data to predict the impact of 
specific contingent variables on the use of performance measurements. This would 
allow the prediction of which variables have most impact on the use of performance 
measurements in the two groups of banks. The most suitable method of establishing 
this relationship is through using regression analysis. Regression is based on 
correlation but allows a more sophisticated exploration of the interrelationships 
among a set of variables (Pallant, 2007). 
Regression analysis is method that can be use in several ways but the choice of 
which way to use is governed by the type of research being conducted and the 
results sought (Field, 2005). Field, (2005) reports that there arc multiple ways of of 
use regression analysis for example: 1) regression analysis can used to give 
additional description of the relationships among variables. 2) Regression analysis 
might applied when the choice of predictors can be based on previous studies and 
therefore the predictors are entered on the basis of their importance. 3) Regression 
analysis can be used purely based on their mathematical impact on the outcome 
variable. For the purposes of this research and given the lack of previous empirical 
research which assigns priority and importance to the identified variables, this study 
takes regression analysis to provide additional description of the relationships 
between the contextual of establishing a robust model of predictors of the use of 
performance measures. In other words, multiple regression analysis will be 
conducted for the purpose of additional description of the relationships among 
dependent and independent variables rather than for the purpose of prediction. It is 
mainly used to explore the relationship between one dependent variable 
(performance measures) and a number of independent variables (factors). This 
analysis will be repeated as many dependent factors as the researcher has in two 
groups, i. e. the small and large sized banks. 
5.13.6 Normality of Study Variables 
The normality is checked using the skewness and kurtosis values of each variable. 
In line with Hair et al. (2003), Pallant (2001) defines the skewness as value that 
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provides an indication of the symmetry of the distribution, while kurtosis provides 
information about the peakedness of the distribution. Acceptable range for normality 
using skewness and kurtosis values should be within the range of -1 to +1, and 
within -3 to +3 respectively. That means if the distribution is perfectly normal, 
skewness and kurtosis value are equal or near of zero, which is very uncommon in 
the social sciences. The normality test will explain in depli in chapter seven. 
5.13.7 Muiticollinearity 
It is recommended that the multi colIinearity problem should be examined before 
conducting the regression analysis (See, Firth, 1996; Laitinen, 2001). flair et al., 
(2003), and Field, (2005) argue that the multicollinearity problem takes place when 
two or more independent variables have significant correlation with each other in 
the regression model. This problem leads to the power of regression model to 
determine the contribution of each independent variable in expectation of dependent 
variable will be minimised. Therefore this study calculates multicollinearity of 
research variables in chapter eight. 
5.14 Study Variables 
5.14.1 Dependent Variables 
In this study, the dependent variables which represent performance measures 
represent five types, which signify the most common types of performance 
measures in Balanced Scorecard. These measures are the financial measures; the 
customer measures; the learning and innovation measures; the internal business 
process measures and the community measures. In order to clarify the ambiguity 
around the main first study question, which aims to identify the performance 
measures employed in different Libyan banks, the banks would be classified as 
applying or not applying a certain type of performance measures according to the 
average of the answers of the items the constructing performance measure. In 
addition, the study used the exploratory factor analysis to determine performance 
measures factors as they are perceived by respondents. This should identify the 
prevailing measures in the Libyan banks. The following sections provide the 
principle for each mentioned dependent variable in this study: 
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- Financial measures: they arc the most traditional and still most commonly used 
measurement tools. Financial measures are valuable in conveying the readily 
measurable economic consequences of action already taken. Financial measures 
are typically focused on profitability, return on investment (the basis on which 
shareholders, in turn, typically gauge the success of their investment) such as 
return on capital, return on equity, return on sales, .. etc (Kaplan and Norton. 
1992; Lipe et al., 2000). 
- Customer measures: These kinds of measures typically include several core or 
general measures derived from the desired successful outcomes of a well- 
formulated and implemented strategy. These core measures may include overall 
indicators such as customer satisfaction, customer complaints, customers 
lost/won ... etc. (Kaplan and Norton 1997,1998, Light, 1998). Measures related 
to customers include results from customer survey, and customer profitability. 
- Internal business process measures: in this perspective measures relate 
specifically to operational processes of business unit. These measures represent 
the view of operations management, which is typically based on the objective of 
most efficiently and effectively producing product or services that meet customer 
needs. For example, such measures may include order conversion rate, on-time 
delivery from suppliers, employees' satisfaction, cost of non-conformance, and 
lead-time reduction (Kaplan and Norton. 1996). 
- Learning and growth measures: these measures represent the employees as part 
of performance measures used. This perspective is all about developing the 
capabilities and processes needed for the future. In the banks, for example, for a 
business to succeed not only must it effectively carry out daily transactions but it 
must also continually improve in terms of the value and cost of its offering. This 
innovation process can be measured in a variety of ways. These may include the 
speed of transactions, or the number of people involved in particular 
transaction... etc. again, the choice depends on what is critical for success of each 
particular business (Kaplan et al, 1996). Examples for these measures ability to 
create new idea, identifying new markets, employees' capability, and employees 
motivation, and empowerment. 
- Community measures: the above four measures perspective were adopted from 
the balanced scorecard framework, as this framework is facing some criticisms 
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such as, Norreklit (2003) argues that the framework do not take into account of 
all of an organization's stakeholders, that it does not take into account 
competitive actions, development in technology, and any unexpected event, 
which makes it static rather than dynamic and thus fails to establish a basis for 
continuous improvement. This would be especially hazardous in environments 
classified as uncertain where is a clear need for organisations to be flexible in 
meeting unexpected demands (Norreklit, 2003). Taking the Libyan environment 
into account which is still dominated by the Libya's leader ideas which focuses 
on a socialist society, so the banking sector is required in many ways to perform 
a social role. So this study uniquely tries to develop measures for social or 
community performance in the banking sector of Libya, using some new 
measures like public responsibility, community issues. 
The main justification for these particular measures as dependent variables come 
from two views: firstly, the first four measures were adopted in response to 
recommendations made by Kaplan and Norton (1992), (1996) to implement the 
balanced scorecard framework in order to communicate and implement a new retail 
strategy in face of declining margin and increasing competition (Kaplan and Klein 
1996). However, the last measure is to avoid one of extensive criticism for balanced 
scorecard framework which was made by Norreklit, (2003). This study accepts 
Norreklit, (2003)'s idea by using community measures in order to provide more 
flexible framework. 
5.14.2 Independent Variables 
From the extensive literature, seven independent variables could be adopted to 
investigate and identify their likely influence on the use of the performance 
measures in the Libyan banks. Exploratory factor analysis utilised also to identify 
the appropriate variables from these contingent variables based on respondents' 
beliefs and opinions. The following is a brief summary of each of these contingent 
variables as suggested from a broad array of literature. 
Business strategy: the managerial accounting literature generally takes strategy 
as given and examines the association between strategic choices and the 
organisation's accounting and control system design. Many studies typically 
measure strategy as a continuum between firms following a defender strategy and 
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organisations following a prospector strategy (Miles and Snow, 1978). As 
defined in the strategy literature, a defender strategy focuses on being the low 
cost producer of a narrow product range, while a prospector strategy focuses on 
being first-to market with a variety of innovative products or services (e. g., Miles 
and Snow, 1978; Porter, 1985). Therefore, business strategy has been identified 
as relevant to explain cross-sectional variation in the design of management 
control systems (Langfield-Smith, 1997). 
Organisational structure: There is evidence to suggest that the structure of the 
organisation affects the manner in which performance measurement technique is 
best used, therefore, it is identified as one of the important variables (Hopwood, 
1972; and Otley, 1980). Organisational structure can be defined broadly as the 
ways in which firms organize resources to achieve some end. Management 
accounting can then be viewed as the information support system that best 
facilitates communication, motivation and performance evaluation within a 
variety of organisational structures. Therefore, different performance measures 
should be adaptable to both centralized (to support coordination of decision- 
making activities) and decentralized organisational structures (to provide relevant 
information for decision making) (Atkinson et al., 1997). 
Competition: The reason for selecting competition is that it has been shown that 
there is an effect related to the type of competition faced by a firm on its use of 
management controls and concluded that the sophistication of accounting and 
control systems was influenced by the intensity of the competition it faced. Such 
as Simons (1990) states that the increase of competition leads to increased use of 
management control processes. This relationship was different power depended 
on the type of competition (product competition, marketing competition and 
price competition). 
Technology: This variable is concerned with the internal operations of the 
organisation; that is, the means that the organisation uses to convert inputs into 
outputs. Therefore, it was defined as the distinction between different types of 
production technique (e. g. unit production, small batch, large batch, mass 
production and process production). As mentioned in the literature technology is 
a key factor in the use of knowledge in reducing the production or service costs. 
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It is one of the factors which affects the design of an appropriate management 
information system (Otley, 1980). 
The adoption of total quality management: this technique as an advanced 
management practice is described by Chenhall (1993) as being management 
philosophies reflected in practices that enhance the process with respect to a 
customer focus. Some studies have examined the relationship between total 
quality management and the use of performance measures (non financial 
measures) (Perera et al., 1997). Chenhall (1997) states that the relation between 
total quality management and an organisation's performance is stronger if non 
financial measures are used as an essential part of evaluation systems. The 
adoption of total quality management was a main driver of the development of 
the use of non financial performance measures (Ittner and Larcker, 1998). 
Environmental uncertainty: In order to survive in the changing business 
environment, management can adapt to this uncertainty by adopting flexible 
strategies, structures and systems (including performance measures). Lynch and 
Cross (1991) and Hussain and Hoque (2002) conclude that the uncertainty of 
economic conditions drove managers to use financial measures to a greater extent 
than non financial measures. Conversely, many management accounting 
researchers have found financial measures to be insufficient in the uncertain, 
complex and competitive economic environment of today (Kaplan, 1984; 
Govindarajan and Shank, 1992). Chenhall and Morris (1986), and Hoque (2001) 
confirmed in their studies that high levels of uncertainty drove managers to rely 
heavily on non financial measures because they will help management to 
consider the effects of uncertainty and act accordingly. Kaplan and Norton 
(1996) propose that under environmental uncertainty, an organisation must be 
able to anticipate customers' future needs and expectations and an organisation 
requires new capabilities for organisational success and managers must have the 
ability to understand their uncertain environments and to cope with varying 
degrees of uncertainty. 
Organisational size: many authors claim that organisational size has a strong 
impact on the factors that affect the use of performance measures. For example, 
large firms, due to their big size, have to consider more factors when using 
performance measures than smaller firms (Fisher, 1998). 
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5.15 Summary 
This chapter tried to address the methodology and methods that are adopted in this 
research. In the early sections of the chapter, the underlying philosophical and 
methodological approaches of the study were thoroughly discussed. A review of the 
principal theoretical and philosophical assumptions provided a very useful bridge 
between two major and related areas; namely, contingency theory and management 
accounting (Burrell and Morgan, 1979). Moreover, in this chapter an empirical 
research study was conducted using mainly the determinant of study sample and the 
questionnaire as research methods and several personal interviews to support and 
supplement the information derived there from and shed light on issues arising from 
questionnaire responses. In addition, some statistical techniques have been raised to 
analyze the interval data collected. 
Descriptive statistical analysis, comparison of means tests, correlation and multi 
regression analyses will all be used in this study to provide reasonable and 
acceptable results. The research methodology, including statistical tests, is in line 
with the methodological approach adopted in previous similar studies reviewed in 
chapters three and four. The following chapters will present the first part of the 
analysis, namely, descriptive statistical analysis. The results provided in chapter six 
mainly fulfill some study objectives mentioned in chapter one. 
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6.1 Introduction 
This chapter aims to discuss the results of the quantitative data gathered by 
questionnaires. It aims also to highlight the statistical analysis of the collected data 
in order to underline the objectives that this study is trying to achieve. To attain the 
aim of this chapter, it is divided into four sections: The first section presents general 
information about Libyan banking and background information of the participants. 
The second section provides the findings of the descriptive analysis of the data 
collected regarding performance measurement systems used in surveyed banks. The 
third section deals with the results of descriptive and inferential analysis of the data 
that are related to views of participants regarding the importance of the use of 
diverse performance measures. This is followed by a survey of performance 
measures' usage in the Libyan banks which is analysed in the fourth section. 
Finally, a summary of the main results is given in the fifth section. 
6.2 General Background 
6.2.1 General Background about Responding Banks 
The literature proposes that large organisations utilize a greater range of 
management accounting practices (including for example performance measures) 
than small ones (See for instance, Hoque and James, 2000; Szychta, 2002). In line 
with (Szychta, 2002), sampled banks were classified into different categories, (1) 
The size of the bank in which the banks can be split into two sub-groups which are 
small and large sub-groups based on the total of assets, banks with less than 100 
million LD are classified as small whereas banks with 100 million LD or more are 
classified as large. This is to investigate the relationship between the size of bank 
measured by total of assets and accounting information systems. (2) the type of 
activity/business category which divides banks into commercial and specialised sub- 
groups banks, with the purpose of examining the argument that the type of 
industry/business may influence an organisation to apply management accounting 
practices that differ from other organisations. (See for example, Scapens, et al, 
2003). (3) The type of ownership category, which classifies surveyed banks into two 
sub-groups -state-owned and private sub-groups. This classification aims to 
investigate the impact of bank's ownership on the choice and the use of performance 
measures. (4) Likewise, Miles and Snow (1979) identify three types of business 
strategies which may be adopted by organisations. These are defender, prospector, 
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and analyser strategies. This classification is tee finLI out the influence of'the type 0f' 
business strategy orientation in the use of' hcrI rmai'Ice measures. I'he data in this 
section relates to Libyan banks represented by the sample of this study, wwhich could 
be divided into two main parts as follows: 
6.2.1.1 Descriptive analysis tests 
6.2.1.1.1 Type of Business 
Respondents were asked to classify the type of' activity/business in their hanks by 
being presented with two sub-groups, Which are carefully selected to represent the 
tyre of business for the Libyan banks . 
'Fahle 6.1 shows the type o husines es and ý 
their frequencies. The table shows that the majority of respondents' hank vvcrc 
from commercial sub-group banks at about 77 per cent (I24) whereas only, about 23 
per cent (39) were from specialized sub-group banks. 
Table 6-1 hype of business classification 
Type of Business Frequency Valid Percent 
Commercial 124 7tß o) 
Specialized 39 23.1 
Total 163 100 
6.2.1.1.2 The Type of 0 nership 
Respondents were asked to identify the type of ownership of their hanks and select 
one of two sub-groups. which are public and private Nanking sub-groups. Zahle 6.2 
shows the type of ownerships and their frequencies. It also indicates that 45.6 per 
cent (74) of respondents' hanks are public sub-group hanks, on the other hand, 
private sub-group banks are 54.4 per cent (89). 
Table 6-2 type of ownership 
Type of ownership Frequency Valid Percent 
Public 7.1--- ý--- 
- Private 89) 54.6 
Total 163 100 
5- The two business sub-groups %scre selected carefully ailer consulting experts (Dr. Khalid A. Kagigi. the I)can 
of' Internal Auditing Department I)ircctor of the Central Bank of Libra ) in the I. ih%an banks during the first 
field visit (i. e. to conduct unstructured interNic%%s) to I, ih)a. Also, wittcn materials (c. 9. aannnual reports, 
booklets, and leaflets from the Central Bank of Libra) about the banking sector in Libya were usefiul and 
assisted in this classification. 
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6.2.1.1.3 The "Total of Assets 
Table 6-3 shows that about 39 per cent (64) of' responding banks had Icss than 100 
million Libyan dinar (I, U) as total ofassets. By contrast. 27.6 per cent (45) of'banks 
have between 100 to 500 1.1) million as total assets. it also shows that with more 
than 33.1 per cent (54) have in excess ol'500 LI) million assets. 
Table 6-3 `ii. t" of hank 
Total of Assets (I, 1)) Frequency Valid I'crccnt 
Small 1O0 Million< 
100-500 Million 45 27.6 Large 
500 Million> 54 33.1 
i )tal 163 100.0 
6.2.1.1.4 The Type of Business Strategy 
Milcs and Snow (1979) argue that it is essential to idcntitj strategic choices. hen 
the relationship between contextual factors (i. e cle'regulalion change, . sIraIe, gic 
choice) and performance have been examined. The participants were asked vvhether 
Libyan banks adopt defender strategies in relerence to defender strategies. 
prospector strategies in order to compete in the new market place. or analyser \\hich 
adopt a nlix between the above strategies. 'f'ahle 6-4 presents the result cat' this part. 
which asked respondents to choose which paragraph best represented the strategy of 
their banks. Of all respondents, 27 per cent (44) classified their banks as prospector 
sub-group banks, about 45 per cent (74) of respondents classified their hanks as 
analyzer sub-group, and 27 per cent (45) as defender sub-group. 
Takle 6-4 type of business strategy 
The type of strategic orientation Frequency Valid Percent 
Prospector 44 27 
Analyzer 74 45.4 
Defender 45 27.6 
'T'otal 163 100.0 
6.2.1.2 Chi Square for banks classifications 
Following the descriptive analysis, and in order to test vv Bether there are significant 
relationships between the differcºit banks classilicatiuºis, ('hi-square statistics were 
prepared. Table 6-5 reveals the result of' the ('hi Square test. fahle 6-5 shows that 
there are significant relationships between all categories, these relationships won 1(1 
seem to be attributable to the tact that most Libyan banks categories are depcndc"t 
i 
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on each other. For example the relationship between the type of' business and type of' 
ownership categories is significant, this result would seem to he attributable to the 
fact that the majority of commercial banks are public (state-owned). In addition, the 
type of business category is related to the size of hank category. 
Table (6-5) Chi Square Test` 
Classifications of Libyan banks Chi-Square Tests Result of ('hi- square test 
A 13 Value Sig. 
TSBCAT TOWCAT 61.658 . 009 * Sign 
TSBCAT SIZCAT 64.795 . 990 * Sign 
TSBCAT TOSTRCAT 58.835 . 000 * Sign 
TOWCAT SIZCAT 80.452 . 000 * Sign 
TOWCAT TOSTRCAT 87.095 . 000 * Sign 
TOSTRCAT SIZCAT 53.979 . 000 
* Sign 
'I tin('A'1' ='t'ype of' Business category, 'I OWCAT = type of ownership category. SIZCAT = size of banks category. 
"1 OS'I'RCA7' = Type of strategic orientation category. * Sign = The relationship between classifications is significant 
6.2.1.3 Information about Respondents 
In order to increase the level ofaccuracy and certify that the questionnaire was filled 
in by the right person, demographic data related to those who filled in the 
questionnaire are shown in two tables 6-6 and 6-7. The former shows participants' 
details like job position, academic qualifications, field of study and period of 
experience while the latter has grouped the respondents' characteristics based on the 
sub-groups within the aforementioned banking categories. This data N%ill he 
presented as descriptive analysis results in this section. It has also been used to 
confirm the reliability of the study's data. The table 6-6 shows that the participants 
occupations are in the top and middle managerial levels in Libyan banking sectors: 
branch manager 60 per cent; and senior manager, 28.8 per cent and only II per cent 
are chief executive officers, whereas it could he noted from the table 6-7 that the 
number of participants who are the branch managers is higher than senior manager 
2 The sample of the study is classified into four categories, each category includes sub-groups which are used to compare the 
sub-groups in each category to achieve some study objectives. The first category grouped the sample into three sub-groups 
(prospector, analyzer, and defender sub-groups banks) according to the type of business strategy adoption, which ill be coded 
as TOSTRCAT. the second category divided the sample into two groups (commercial, specialized sub-groups banks) 
according to the type of business/activates, that coded TS1('AT The final category grouped the sample into two sub-groups 
(small and non large sub-groups banks) according to the total of assists, %%hich are coded hý SIZ('A'f The third category 
grouped the sample into two sub-groups (Public and private sub-groups banks) according to the ivpc of ownership, which 
coded by I OW('AT 'Therefore, these categories will he used in the following sections to compare txt%%een sub-groups within 
each category. 
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and chief executive officers in all sub-groups3. This indicates that responses from 
middle managerial level are higher than top managerial level responses. 
Table 6-6: Job Position. Oualifications. Field of Studv and Exnerience of Particinants 
Job position BM SM (1O 
Number (%) 98 (60.2) 47 (28.8) 18(11) 
Academic 
qualification 
EILID UD P 
Number (%) 27 (16.6) 107 (65.6) 2907.8) 
Field o study A BA F Other 
Number (% 75(46.0) 41 25.2 33 20.2 14(8.6) 
Years of experience <5 years 6-1Oyes rs 11-15years > 20years 
Number (%) 13 (8.0) 33 (20.2) 53 (32.5) 64(39.3) 
Table 6-7 Classification of the Participants Based on Their Demographic Data within 
All Sub-Groups of Four Banking Categories 
i Ch t ti 
TOSTRUAT 'I S13('AT SI/A'A I TONY A1 
arac er s cs PRO ANA 1»1' ('O" SPE SB I1B PRI 1'l'B 
SM 16 20 11 35 12 20 27 28 19 
Job position BM 26 44 28 76 22 45 53 54 44 
CEO 2 10 6 13 5 9 9 9 9 
Academic UUD 7 14 6 20 7 15 12 13 14 
qualificatio IUD 30 47 30 79 28 48 59 60 47 
n P 7 13 9 25 4 11 18 18 11 
A 17 9 12 51 24 38 37 36 39 
Field of BA 38 19 14 34 7 19 22 24 17 
study F 20 13 7 30 3 11 22 23 10 
<5 years 0 9 4 8 5 12 1 4 9 
Years of 6-10 ea rs 8 13 12 23 10 20 13 15 18 
experience 11-15vears 17 20 16 37 16 22 31 29 24 
> 20 ea rs 19 32 13 56 8 20 44 43 21 
BM = Branch Manager, S\1 = Senior Manager, CEO- Chief' Executive Officer. l'l'I) Below University 
de rec. lfD= University Degree, P= Postgraduate, A= Accounting. BA= Business administration, F= l-finance. 
TSBCAT = type of' Business category, OW(', 1T = type of ownership category, SIMAT =Size of- hank 
category, TOST RCAT = Type of strategic orientation category. S13 small sub-group banks, 1.13 = large sub- 
group banks, I'l'B public sub-group banks, I'RI = private sub-group banks. PRO= prospector strateg\ sub- 
group bank,,. AN. - - analyser strategy sub-group hanks, UI'. I delcndcr strategy sub-group hanks, (`OýI 
commercial sub-group banks. SI'I specialised sub-group banks. 
With regard to the highest level of education, table 6-6 above shows that most of' 
them, 65.6 per cent, have a university degree, 17.8 per cent have a postgraduate 
degree including Masters and PhD degree, and 16.6 per cent have high-school level 
qualifications below university degree level, while table 6-9 reveals that 
participants' qualifications from all sub-groups are similar as the majority of 
participants have an university degree and postgraduate degree, however, some have 
3 However, One Way ANOV, 1 was undertaken to find out if there are difference among branch managers. 
seniors managers and chief executive officers in the types of opinions/answcrs' for the study them.. The result of 
One Way ANOVA shows that Levene's Tests are not significant (the value under "Sig. " is greater than . 05). that 
is mean that participants from branches managers, seniors managers and chief executive officers (Job position) 
are not significantly different regarding their answers. 
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below university level qualifications. This result suggests that about three quarters 
of participants have a high level of education who can comprehend and believe the 
importance of the topic of this study. 
Concerning the area of study, table 6-6 demonstrates that about 71 per cent of 
participants' field of studies are in accounting (75) and business administration (41). 
In addition, approximately 20 per cent of them have specialised in finance, however, 
only 8 per cent of participants have specialised in another field of study. 
With reference to post-qualification experience, as can be seen from table 6-6 about 
forty per cent of the participants have more than 20 year's post-qualification 
experience, about 32.5 per cent have work experience ranging from 11 to 15 years, 
approximately 20 per cent have 6 to 10 year's work experience and the remainder 
have less than 5 year's work experience. The same picture could be drawn from the 
table 6-9 that the majority of participants within all sub-groups have work 
experience extending from six years to more than twenty years. This finding 
illustrates that more than 90 per cent of participants have long work experience, this 
means that they are well placed to give a reasonable view. 
6.3 Performance Measurement Systems 
6.3.1.1 Performance Measurement Techniques 
To identify the performance measurement techniques implementation, the 
respondents were asked to indicate the extent to which measurement techniques arc 
used to evaluate performance. Table 6.8 shows the descending means for their 
responses about the extent to which these techniques are used in their performance 
measurement systems. In general, a set of key performance indicators techniques 
have been used to some extent for evaluating performance and it became an 
objective for most of the surveyed banks, with a mean of 3.215. 
Comparing means of sub-groups from the table, it is observed that prospector, 
commercial, Large and private sub-groups banks have a higher level of use of these 
techniques more than others with means of 3.136,3.081,3.034 and 3.033 
respectively. On the other hand, the remaining techniques have either not been used 
at all or used very little with the sample except the specialised banks that adopt 
different techniques in their performance measurements system 
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Table 6-8 Performance Measurement Techniques Used 
Performance TOSTRCAT TSBCAT SIZCAT 'FOWCAT 
t M measuremen ean 
techniques used PRO ANA 1)VF ('Ofit SPE SB I, 13 I'M PIUB 
e of balanced T he us 1.07 
s d 
1.080 1.068 1.108 1.044 1.081 1.077 1.054 1.101 1.083 
The use of Economic 1.15 
value added 
1.135 1.159 1.149 1.089 1.153 1.077 1.122 1.146 1.11 I 4 
The use of Business I. II 
Excellence model 
1.098 1.114 1.081 1.111 1.097 1.103 1.095 1.101 1.083 
The PMs is a set of' 
key performance 3.215 3.136 2.919 2.733 3.081 2.436 2.797 3.034 2.792 
3.03 
3 
indicators 
The PMs is not based 1'48 
f b 1.834 1.432 1.703 2.444 1.460 3.026 2.284 1.461 2.278 4 ove on any o a 
TSBCA'I' =T'ype of' Business category. OW'('AT = type of' ov\nership categon, 5V, ('; A'I = Size of bank 
category. TOSTRCAT = Type of strategic orientation category. S11 = small sub-group hanks, I, B = large sub- 
group banks. PUB = public sub-group banks, PRI = private sub-group banks, PRO= prospector strategy sub- 
group banks. ANA- analyser strategy sub-group banks, DEI. = defender strategy sub-group banks. ('OM 
commercial sub-group banks, SPE= specialised sub-group banks. Respondents sere asked to indicate whether there 
have used any techniques in their performance measurement systems on 5-point scale (I = Not at all used, 2= To a little 
extent, 3= Neither to a little nor to some extent, 4= To some extent, 5= To a great extent) 
6.3.1.2 The Characteristics of the Performance 
Measurement System 
Respondents were asked about the characteristics of performance measurement 
system used. Table 6-9 shows that most participants indicated that the performance 
measurement system is characterized by evaluation of' processes, reward system. 
balanced set of financial and non financial measures, and linked with orientated 
business strategy with means 3.810,3.632,3.436, and 3.393 respectively. In 
addition, the table shows that the same order can be observed among all sub-groups 
of banks. However, this is not always the case with regard to specialised sub-group 
banks which reveal that their systems are not linked with the bank business strategy 
with a mean of 2.667. 
6.3.1.3 The Aim of Performance Measurement System 
Used 
The respondents were asked on a five point scale to express the objectives of' the 
performance measurement system in their banks. Table (6-10) shows that most 
respondents classify the management of operations processes, measurement of 
business results, comparison of internal benchmarks, reward managers' 
contributions to business performance, and provide information to decision maker, 
are the most important objectives for performance measurement systems in their 
banks with means of 3.264,3.141,3.1 10,3.061 and 3.006 respectively. 
175 
('I L4 / '/'ER , SIA- ----------------------------------------------- iX'sc º iptirc .I rru/i . ci. ý Eirrclirrg"s 
Comparing means of the sub-groups in banking categories from the table, it can he 
seen that prospector, commercial, large, and private sub-groups have given the same 
level of importance on previous purposes. 
Table 6-9 The Characteristics of Performance Measurement Sv'stem 
The characteristics TOSTRCAT TSI3CAT SIZCAT TOWCAT 
of system of ýlcan 
performance PRO ANA UF. F ('OM til'F, SH I1B I'Itl 1'113 
measurement 
The characteristic of 
the PMS is to link to 3.393 3.500 3.459 3.178 3.621 2.667 3.135 3.607 3.626 3.097 
our business strategy 
The characteristic is 
to use balanced set of 3.436 3.591 3.446 3.267 3.524 3.154 3.270 3.573 3.571 3.264 
performance measures 
The characteristic is 
to integrate with our 3.810 3.705 3.797 3.933 3.798 3.846 3.878 3.753 3 747 3.889 
evaluation process 
The characteristic is 
to integrate with our 3.632 3.523 3.730 3.578 3.750 3.256 3.527 3.719 3.648 3.611 
reward system 
TSBCAT = Type of' Business category. OW('AT = type of ownership category. SIZ(': A'f -Size of bank 
category, '1'OSTR('AT = Type of'strategic orientation category. SB = small sub-group banks. 1,13 = large sub- 
group banks. PUB = public sub-group banks, PRI = private sub-group banks, l'RO= prospector stratcg) sub- 
group banks, ANA= analyser strategy sub-group banks. DEF= defender strategy sub-group hanks. ('O1 
commercial sub-group banks, SPE= specialised sub-group banks. Respondents were asked to indicate whether there 
have used any techniques in their pertbrmance measurement systems on 5-point scale (I = Strongly disagree, 2= disagree, 3 
= Neutral, 4= Agree, 5= Strongly agree) 
Table 6-10 The Objectives of Performance Measurement System 
The objective of TOSTRCAT TSBCAT SIZCAT 'I'OWCAT 
performance Mean 
measurement system 11R0 ANA DEl° ('OM SPE Sit I'll 11111 I'll '11 
To measure business 
results 
3.141 3.182 3.216 2.978 3.218 2.897 2.959 3.292 3.275 2.972 
To manage strategy 2.779 3.273 2.946 2.022 169 3 1 538 2.257 213 3 3.198 2.250 implementation . . . 
To assess the validity 
of business strategy 
2.877 2.909 3.027 2.600 3.081 2.231 2.662 3.056 3.044 2.667 
To manage 3.264 3.432 3.216 3.178 3.355 2.974 3.189 3.326 3.231 3.306 
operations processes 
To inform decision 
making 
3.006 3.295 3.081 2.600 3.266 2.179 2.743 3.225 3.231 2.722 
To provide internal 
benchmarks 3.110 3.091 3.095 3.156 3.113 3.103 3.122 3.101 
3.121 3.097 
To reward managers' 
contributions to 
business 3.061 3.227 3.108 2.822 3.226 2.538 2.811 3.270 3.275 2.792 
performance 
TS13('A7' = Type of Business category. OWW'('A'l' = type of' ownership category, SIZCA Site of hank 
category, TOSTR('A'1' = Type of strategic orientation category. S13 = small sub-group banks. 1,13 - large sub- 
group banks, PUB = public sub-group banks. PRI =- private sub-group banks. PRO= prospector strategy sub- 
group banks, ANA= analyser strategy sub-group banks. IWI'- defender strategy sub-group banks, ('O\1 
commercial sub-group banks, SPE= specialised sub-group banks. Respondents were asked to indicate whether there 
have used any techniques in their pcrtbrnwncc measurement systems on 5-point scale (I = Strongly disagree, 2= disagree. 3 
Neutral, 4= Agree, 5= Strongly agree) 
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6.1.1.1 The Satisfaction with Performance Measurement 
System Used 
Responding banks were asked to indicate on a live point scale, the level of 
satisfaction with current performance measurement system. The table 6-11 provides 
a summary of the average responses to three items which are used to measure the 
level of satisfaction. It appears from the table that the respondents indicate that the 
current performance measurement system is at a low level in meeting their 
expectations by a mean of 2.773. In addition, they suggest that the ideal system is 
also at the low level with mean of 2.626. However, the respondents state that the 
system is at a moderate level of overall satisfaction by a mean 3.080. As shown in 
the table, the prospector, commercial, large, and private sub-groups from different 
categories have the same opinions for this theme as their performance measurement 
systems have moderate level of overall satisfaction with average means 3.409. 
3.185,3.247and respectively. 
Table 6-11 The Satisfaction of Performance Measurement System 
Statements Mean TOSTRCAT TSBCAT SIZCAT "1'OWCAT 
1'R0 ANA DEF ('O11 SPE Sit 1,11 PUB 111111 
the performance 
measurement system 
of bank currently 
2.773 3.000 2.986 2.200 3.089 1.769 2.446 3.045 2.458 3.022 
meets expectations 
Ideal system 2.62_ 3.091 2.757 1.956 3.024 1.359 2.108 3.056 2.111 3.033 
Overall satisfaction 3.08 
+ 
. 409 3 3.054 2.800 3.185 2.744 2.878 3.247 3.000 3.143 
TSBCAT = Type of' Business category, OWCAT = type of o\%nership catcgor'. SIZCAT =Size of bank 
category', TOSTRCAT = Type of strategic orientation category. S13 small sub-group banks. Lli = large sub- 
group banks. P1. )13 = public sub-group banks, PRI = private sub-group banks. PRO= prospector strategy sub- 
group banks, ANA= analyser strategy sub-group banks, DEF= defender strategy sub-group banks. ('O\1- 
commercial sub-group banks, SPE= specialised sub-group banks. Respondents were asked to indicate the Icsrl of 
their satisfaction on 5 -point scale (1=very dissatis , 
2=dissatis 
, 
3= natural, 4= salis , 5very satisfy) 
6.1.1.2 The Importance of Several Indicators 
This part of the questionnaire examined the importance of some financial and non 
financial indicators in Libyan banks. Respondents were asked on a five point scale 
to indicate the importance of selected indicators to the performance measurement 
system. Table 6-12 shows that the majority of respondents ranked almost all of the 
selected indicators as of "average importance". From the table, it is worth noting 
that, cash Flow, return on investment, and cost reduction options as the most 
important indicators with means 2.926,2.871, and 2.871 respectively, followed by 
Market share, and Market development with means of 2.834, and 2.736. Compared 
with sub-groups of all banking categories, the table shows that almost all sub-groups 
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namely prospector, commercial, large, and private sub-groups ranked return on 
investment and cost reduction as the most important indicators used in the 
performance measurement system. On the other hand, only the specialized sub- 
group banks ranked return on investment as an important indicator with mean of 
3.040. 
Table 6-12 The Importance of Financial and Non Financial Indicators 
TOSTRCAT TSBCAT SIZCAT TOW(AT Mean 
PRO ANA 1)1: 1 C() %I 519. SB I, S PRI Pl it 
Cash flow 3.337 3.386 3.095 3.689 3.298 3.462 3.432 3.258 3.154 3.5t'º 
Market share 2.982 3.250 2.824 2.978 3.048 2.769 2.878 3.067 3.022 2.931 
Training and Tr n 
ment 
2.957 
a 
3.273 2.865 2.800 2.952 2.974 2.919 2.989 2.989 2,917 
Return on investment 3.448 3.636 3.378 3.378 3.492 3.308 3.446 3.449 3.527 3.347 
Cost reduction 3.933 3.886 4.027 3.822 3.984 3.769 3.905 3.955 3.978 3.875 
Market development 3.147 3.364 3.135 2.956 3.169 3.077 3.108 3.180 3.099 3.208 
TSBCAT = 't'ype of Business category. OWCA7' = type of ownership category. SIZ('A7' =Size of' hank 
category, 7'OSTRCA7' = Type of strategic orientation category. SB = small sub-group banks. I, B = large sub- 
group banks, PUB = public sub-group banks, I'RI = private sub-group banks, PI(O= prospector strategy sub- 
group banks, ANA= analyser strategy sub-group banks. UFF= defender stratcgý sub-group banks, (O\1== 
commercial sub-group banks, SI'L= specialised sub-group banks. Respondents were asked to indicate the level of'their 
satisfaction on 5 -point scale (l=vcr' dissatisfy, 2=dissatisfy, 3= natural. 4- satist\. 5%cr satist\ ) 
6.2 The Current Use of Diverse Performance Measures 
This section shows the findings of the descriptive and inferential analysis of the 
second part of the questionnaire which collected data about the opinions of 
respondents from all sub-groups within four banking categories regarding the use of 
performance measures. This is to achieve first and second research objectives: 
1) To review and identify the type of financial and non financial performance 
measures used in Libyan banks. 
2) To compare the type of performance measures that are utilized by Libyan 
banks according to their typologies/characteristics. 
Respondents were asked to indicate on a five point Likert scale their opinions of the 
importance of the use of diverse performance measures (Financial, customer, 
learning and innovation, internal business, and community measures)4 on 
performance measurement systems. The Likert scale was designed to measure the 
extent to which the participants' opinions that each set of statements related to the 
4 This categorization of pert<xmance measures is consistent with Kaplan and Norton, (1996) and Atkinson. et al 
(1997) notions that used in their research. Kaplan and Norton (1996) and Atkinson et al (1997) assume that organizational 
performance measurements are not constructs more than concepts, in terns of evaluation, and the organizational performance 
measurements depends on the following main dimensions (financial, customer, internal business process, learning and 
innovation, community). Therefore this study will adapt this categorization for two reasons: it is similar to previous studies in 
the area, and they cover internal and external dominations of performance measurements 
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above performance measures are disagree or agree. As mentioned earlier, the five 
point scale was utilized to capture respondents' opinions in respect to different 
performance measures applied by their banks. According to Maurer and Pierce, 
(1998) who state that: 
"Responses to a scale ranging from strongly agree to strongly disagree with 
a neutral response in the middle may be practically equivalent to providing 
a yes or no and a confident response. A response on the agree side of the 
scale may be equivalent to a yes response in the first aspect of a traditional 
measurement, whereas a response on the disagree side of the scale may be 
equivalent to a no response. The confidence, or strength, measurement in 
Likert"scale format is assessed as the distance away from the neutral 
response". 
Therefore, in line with Maurer and Pierce's (1998) view, the average of respondents 
who agree or disagree with the importance of each set of performance measures can 
be determined whether they are using or not using them in their performance 
measurement systems. Furthermore, to estimate the response percentages of use or 
not use of performance measures, it was decided for the textual summaries to 
aggregate strongly disagree with disagree responses (answer I and 2 values) and 
strongly agree with agree responses (answer 4 and 5 values), whereas the neutral 
response (answer 3 value) is chosen as breaking point in the scale between the 
disagreement and agreement of applying the measure. 
In addition, descending means were used to examine the extent of importance of the 
use of financial and non-financial measures that were implemented to measure, and 
evaluate performance. Moreover, with the aim of finding out the different use of 
performance measures among sub-groups within all banking categories, inferential 
statistics tests (the One Way ANOVA and Independent t-Test) were carried out on 
the full 5-point scale distribution of responses. Furthermore, computation data5 is 
undertaken to combine a set of statements into a single variable/measure. In other 
words, an average of a respondent's scores for each set of statements is calculated 
S 
Computation data in SPSS was used which permits the researcher to recognize a mathematical or logical expression that is 
used to recode the data. This characteristic is frequently applied to transform the data in order to meet an assumption of a 
statistical test. Also it could be appropriate to combine several variables (items, statements or questions) that measure the same 
concept into a single variable; in addition to this it is increasing the reliability of the measure. and the computation equations 
are formulated as follows: 
- FINANCIAL MEASURES - (F1+ F2+ F3+ F4+ FS+F6)/6 
- CUSTOMER MEASURES- (CI+C2+C3+C4+CSY5 
- LEARNING AND INNOVATION MEASURES- (L&II+L&12+L&13+L&I4+L&IS+L&16+L&17)/7 
- INTERNAL BUSINESS PROCESS MEASURES- (INI + 1N2 + IN3 + IN4 + INS + INS + 1N6 + 1\7)/7 
- COMMUNITY MEASURES-(COMI +COM2+COMB+COMI4+COJ1)/S 
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for all sub-groups within the four banking categories, which is used as a measure for 
the extent of the use of performance measure, where the low end of the scale 
indicates a low level of use and the high end indicates a high level of use. In order to 
present the findings of the analysis of this part of the questionnaire, this section is 
divided into five sub-sections including 30 statements which describe the extent of 
the importance of use of financial and non financial performance measures. Each 
sub-section was intended to show the findings of participants' opinions concerning 
the use of diverse performance measures that were selected for purposes of the 
current study as follows: 
6.2.1 Financial Performance Measures: 
6.2.1.1 Descriptive Analysis of The Use of Financial Measures 
The use of financial measures was examined in six statements in all banking 
categories. These statements include when financial figures (statement 2.1) is used 
for performance, the achievement of financial targets (statement 2.2), financial 
target reflect promotions (statement 2.3), the importance of financial ratios 
(statement 2.4), the achievement of financial planning reflect performance 
(statement 2.5), and the importance of information in financial reporting as the most 
important resource (statement 2.6). The respondents were asked to indicate their 
opinions concerning the six statements which related to the importance of use of 
financial measures as application of performance measurements. Participants' 
responses to these statements are presented in table 6.13-1, the table highlights 
responses percentages, and the descending means for each statement of all sub- 
groups in four banking categories, in addition to the relative average score for these 
statements to identify the extent of the importance of use of financial performance 
measures. 
The bold figures, as can be seen in the table 6.13.1, illustrate the highest responses 
mean for each statement among all sub-groups in four banking categories. For 
example, response for statement (2.1) shows that about 75 per cent of participants 
agreed the importance of financial figures as financial measure of performance with 
an average mean was 4.037. The highest means of responses regarding this 
statement were the prospector sub-group (mean 4.500), followed by large sub-group 
(4.292), then private, and commercial sub-groups with means 4.275, and 4.234 
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respectively. On the other hand, about 14 per cent of participants disagreed about for 
the importance of financial figures. This disagreement comes from some of the 
remaining sub-groups which are analyzer, specialized, small, and public sub-groups 
banks, as could be noted all means of these sub-groups were below 3 value and the 
lowest was defender banking sub-group with mean of 2.401. 
The second statement (statement 2.2) sought to investigate participants' opinions of 
achieving financial targets as the basis in financial measures. It might be seen from 
the table 6-13-1 that approximately 72 per cent of the aggregate responses agreed 
with the achievement of financial targets as financial measure is used in their 
performance measurement systems with an average mean was 4.067. This harmony 
comes from all sub-groups in four banking categories with means up than 3.487. On 
the other hand, about 9 per cent of respondents -defender sub-group- have the 
opposite opinion regarding this statement with mean 2.756. 
In line with the previous statement, the third statement (2.3) was perceived by 
participants from all sub-groups in four banking categories to enhance the use of 
financial measures. As can be seen in table 6-13-1 about 66 per cent of the 
respondents believe the promotion depends on achievement of the financial targets. 
Nevertheless about 17 per cent of respondents disagreed regarding the statement. 
This result was supported by the means of the participants' responses when all sub- 
groups in four banking categories reported a high mean as observed in table 6-13-1. 
The highest mean was the prospectors sub-group banks with a mean of 3.795, 
however, the lowest mean was specialized sub-group banks with mean of 3.462, 
while the average calculated mean for this statement was 3.779. 
As can be seen in the table 6.13.1, the bold numbers illustrate the highest responses 
mean for statement (2.4) by all sub-groups in four banking categories. The table 
shows that more than 76 per cent of participants believe that the use of financial 
ratios is an important tool as a financial measure of performance with an average 
mean of 4.067. The highest means of responses regarding the statement were the 
prospector sup-group (mean 4.250), followed by large sub-group (mean 4.191), after 
that private and commercial sub-groups with mean 4.187 and 4.161 respectively. On 
the other hand, only about 7 per cent of participants disagree with the importance of 
financial ratios. This disagreement comes from some of the remaining sub-groups 
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which are defender, and specialized banks as can be noted all means of these sub- 
groups were the lowest means which were 3.822, and 3.769 respectively. 
Table 6-13-1 shows that approximately 69 per cent of participants agree when 
achieving financial targets is related to the use of financial measures with an average 
mean of 3.963. In contrast, about 10 per cent of participants had an opposite view 
and believe that achieving financial targets does not depend upon the use of 
financial measures. The average means of all sub-groups in banking categories, as 
shown in the table 6-13-1, support the previous result. For instance, several sub- 
groups are above 4 mean value like the prospector sub-group banks (mean 4.205), 
while the, large, private, and commercial sub-groups banks 4.146,4.132, and 4.121 
respectively, on the other hand, other sub-groups are in the same direction with 
lower means, such as defender, small, specialized and public sub-groups with 
means 3.778,3.743,3.462, and 3.750 respectively. 
In line with previous statements, the sixth statement (2.6) shows the use of financial 
reporting information as a tool of financial measures. As can be seen in table 6-13-1 
approximately 74 per cent of the respondents believe that the importance of 
financial reporting details is the basis of financial measures with an average mean 
4.092, but there is only about 7 per cent of respondents have the opposite view 
regarding the statement. This result was supported by the calculated means of the 
participants' responses when all sub-groups in four banking categories reported 
above 3 as observed in table 6-13-1. For example, the highest mean was the 
prospectors sub-group banks with mean 4.341, the lowest mean, however, was 
samll, and specialized sub-group banks which means: 3.878 and 3.718 respectively. 
In general, participants were asked about the importance of the financial figures, 
financial ratios and how Libyan banks value the financial measures. About 72 per 
cent of participants agree with all listed statements which were the importance of 
financial measures and that their banks utilize the financial measures in one way or 
another, with an average mean 4.001. In addition, table 6-13-1 shows that the 
average is high among all banking sub-groups namely prospector, large, 
commercial, and private banks sub-groups (means = 4.246,4.161,4.142, and 4.152 
in that order). On the contrary, only about 11 per cent of respondents do not see the 
importance of use of financial measures, which may appear somewhat surprising to 
the majority of researchers in the field. Furthermore, the importance of use of 
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financial measures is relatively little compared with other sub-groups, which arc 
defender and specialised sub-groups banks with means - 3.781, and 3.551 
respectively. 
6.2.1.2 Inferential Analysis of The Use of Financial Measures 
The descriptive analysis suggests that there arc relatively different means reflecting 
the importance of use of financial measures among all sub-groups in banking 
categories. To test whether these differences are statistically significant regarding 
the above statements, One Way ANOVA and Independent Sample t-Tcst 
(Inferential tests) were used to find out whether the means of single and multiple 
variable(s) differ from sub-groups. As mentioned earlier, the second objective of 
this study is to examine the difference (if any) in the use of performance measures 
among all sub-groups of each banking category. Thus this sub-section discusses 
each test as follows: - 
A- Independent Sample T-test: 
The independent-sample T-test was carried out to find out whether the means of 
sub-groups in three banking categories, (the type of business category, type of 
ownership category and the size of bank category) of single variable differ from 
each others. Table 6-13-2 indicates the results of Independent sample T-test 
regarding the above statements which is related to the importance of use of financial 
measures. The hypothesis of this test are Iio: The means of sub-groups in all three 
banking categories are not significantly different regarding the importance of use of 
financial measures, and HI: The means of sub-groups in all three banking 
categories are significantly different regarding the importance of use of financial 
measures. The results presented in table 6-13-2 show no significant difference 
between all sub-groups means in three banking categories (P 0.761,0.312, and 
0.052 respectively). Therefore, the hypothesis ho is supported, which means that 
there is not a significant difference regarding the use of financial measures between 
sub-groups in the three banking categories. 
B- One Way ANOVA 
Similarly, the One Way ANOVA was undertaken to find out whether the means of 
sub-groups from the type of business strategy orientation category of single variable 
differ from each other. Hypotheses of this test are 110: There are no significant 
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differences between the sub groups' mean regarding the Importance of use of 
financial measures, and Iii: There are significant differences between the 
subgroups' mean scores regarding the importance of use of financial measures. 
The results presented in table 6-13-2 illustrate a significant difference between all 
sub-groups means (P- 0.028). Therefore, the hypothesis Ho is rejected, which means 
that there are significant differences regarding the importance of use of financial 
measures among the sub-groups in each banking category. From the findings of the 
table 6-13-2, it could be suggested that participants from all sub-groups in four 
categories (the type of business category, the type of ownership category, and the 
listing on the Libyan Stock Market category) do not have a consensus on the 
importance of use of financial measures. This may caused by the impact of banking 
characteristics on the use of financial measures. 
Outcomes indicate that financial measures are important in about 72 per cent of the 
participant banking sub-groups. Comparisons tests (One Way ANOVA and T-test) 
findings show that the importance of use of financial measures arc significantly 
different among sub-groups from the three banking categories, however, sub-group 
from the business strategy category are significantly different regarding the use of 
financial measures. 
These results are consistent with previous studies, for example, Behn (2003) 
concludes that the financial ratios as one of the traditional financial measures, have 
been the popular measures for evaluating performance - although any organisation 
has not just used only one measure but a variety of financial ratios such as return on 
equity and return on investment were used to indicate how well the organisation is 
doing their business-or, at least, how well it has done. Furthermore, Goldratt and 
Fox, (1993) claim that although, the use of non financial measures for performance 
are recommended, but financial performance is still the most important dimension 
of performance to be measured. In addition, Eccles and Pyburm (1992) developed a 
comprehensive performance measurement system that incorporates both financial 
and non financial measures. They state that financial measures play a central role in 
evaluating performance such as they indicate how well managers are utilizing the 
assets under their control to increase shareholder value, however, there arc major 
limitations in reliance on only financial measures of performance. 
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On the other hand, a few respondents (11%) believe that they do not see the 
importance of the use of financial measures. The possible reason for this view is the 
corruption prevailing in Libyan society. Administrative corruption is a phenomenon 
that comes from extortion by officeholders who arc able to make it difficult for an 
organisation to operate in a particular country. There arc some countries in the 
developing world where corruption is rife (Gloster-Coates and Quest, 2005). 
The prevailing cultural attitude in the developing countries, such as Libya, 
encouraged students to obtain degrees with a traditional curriculum from the 
education system rather than the technical skills required in national economy. Such 
education has created an imbalance in the labour market and, therefore, nepotism 
plays a great role in employment (Hayajenh et al, 1994). Ilayajenh, ct al (1994) 
state that organisations which disallow nepotism, arc more effective than those 
which allow it. Based on the empirical evidence provided by their study, they 
concluded that nepotism violates the basic rule of equal employment opportunities, 
which recognizes "the right person for the right job". Therefore, it was not 
surprising to find staff not qualified for the job of running organisations. The main 
reason why they damage their business is that they do not have the managerial skills 
to carry out highly skilled jobs and to achieve the firm's objectives. 
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6.2.2 Customer Performance Measures: 
6.2.2.1 The Descriptive Analysis of The Use of Customer Measures 
The use of customer measures is investigated in five statements, including customer 
reaction (statement 2.7), customer complaints (statement 2.8), customer satisfaction 
reflecting the level of performance (statement 2.9), customer expectation (statement 
2.10), and customer loyalty (statement 2.11). The respondents were asked to specify 
the extent to which their banks employ the customer measures in their performance 
measurements systems. The respondents' responses are explained in table 7.14-1 
which demonstrates the percentages, descending means and the average mean for 
the above statements that related to the use of customer measures. 
The bold figures in table 6-14-1 indicate that 51 per cent of participants select the 
level of gaining customer loyalty (statement 2.11) as an important aspect of the use 
of customer measures with a mean of 3.387, while 48 per cent select the number of 
customer complaints as a reflection of performance (statement 2.8) as the important 
element of the use of customer measures with a mean of 3.356, whereas 46 per cent 
of participants consider customer reactions towards services (statement 2.7) as the 
important part of the used customer measures with a mean of 3.325. Otherwisc, only 
about 25 per cent of respondents do not see the same view regarding the above three 
statements as the important aspects of the use of customer measures in performance 
measurement systems. These results were provided by the calculated means of the 
participants' responses when all sub-groups in four banking categories reported 
above 3 as observed in table 6-14-1 regarding the previous statements. For example, 
the highest mean was the prospector sub-group banks. However, the lowest mean 
was defender sub-group banks which is less than 3 value. 
Similarly, table 6-14-1 reveals that 45 per cent of participants believe that the ability 
to meet customer expectations (statement 2.9) as reflection for performance, is an 
important aspect of customer measures with the average means of 3.209. Whcrcas 
51 per cent of participants agree that achieving customer satisfaction (statement 
2.10) is used as a customer measure with a mean 3.279. In contrast, only 26 per cent 
of participants had an opposite view and believe that ability to meet customer 
expectations and achieving customer satisfaction arc not suitable to use as customer 
measures. Table 6-14-1 shows that calculated average means of all sub-groups 
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supported the previous result, for instance, prospector sub-group banks in two 
statements 2.9-2.10, have highest means (means 3.841, and 3.909 respectively), On 
the other hand, defender sub-group is the lowest means (2.689 for both). 
In general, respondents were asked about the importance of customer' satisfaction, 
customer' complaints, how to achieve their requirements and how the bank can meet 
their expectations. Approximately 48 per cent of the participants state that due to the 
increase of the importance of customer issues, they focus on customer measures to 
evaluate performance with an average score of 3.310. Otherwise, about 25 per cent 
of the participants indicate that they are not seeing the substance of the use of 
customer measures to evaluate performance. 
6.2.2.2 Inferential Analysis of The Use of Customer Measures 
Table 6-14-1 concludes that the means of the use of customer measures arc different 
in all sub-groups in four banking categories. To analyze whether these differences 
are statistically significant among the surveyed banks, one way ANOVA and the 
independent T-test (Inferential tests) were employed to determine whether the 
means of statements differ between sub-groups of each banking category. The table 
6-14-2 shows the result of inferential tests for all sub-groups as follows: 
A- Independent Sample T-test: 
The T-test was performed to identify whether the means of sub-groups (The sub- 
groups in type of business category, sub-groups in the size of bank category, sub- 
groups in type of ownership category) of single variable differs from other sub- 
groups within each category regarding statements that related to the use of customer 
measures. 
The table 6-14-2 shows that there are various results: firstly there is a significant 
difference between the sub-groups means from type of business category (P= 
0.006), therefore, Ho is rejected, which means that there is a significant difference 
regarding the use of customer measures between commercial and specialized sub- 
groups banks. 
On the other hand, this is not always the case in other sub-groups from the size of 
bank category and the type of ownership category. They arc not significantly 
different (P= 0.694 and 0.964 respectively), as a result, IIo is supported, which 
means that there is not a significant difference regarding the use of customer 
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measures between public and private sub-groups, also there arc no significant 
differences between listed and unlisted sub-groups banks regarding the importancc 
of use of customer measures in their performance measurement systems. 
B- One Way ANOVA: 
In the same way, the One Way ANOVA aims to find out whether the means of sub- 
groups banks from the type of business strategy orientation category arc different. 
The results show in table 6-14-2 illustrates that there arc significant differences 
among sub-groups means (P= 0.00) regarding the use of customer measures. 
Therefore, the hypothesis Ho is not accepted, which suggests that the sub-groups arc 
significantly different regarding the importance of use of customer measures in their 
performance measurement systems. 
Results also indicate that customer measures are employed in 45 per cent of the 
participant banking sub-groups. Comparisons tests (One Way ANOVA and T-test) 
illustrate that these measures are significantly different among sub-groups from two 
categories which are the business strategy category, and type of business category. 
But, this is not always true, the customer measures arc not significantly different 
between sub-groups from the remainder categories. However, about 25 per cent of 
respondents believe that they do not see the importance of use of customer measures 
to evaluate performance. 
This result may be somewhat unexpected to the majority of researchers in the area. 
This may be attributable to the fact that some Libyan banks such as specialized and 
small sub-groups banks are being dominated by government. These sub-groups 
often aim to assist for achieving socialist targets such as the economic transition 
plans and self-sufficiency programs more than make profits, where competition does 
not exist, hence, little attention is paid for the customers' issues. Therefore, it is 
likely to find part of Libyan banks with little consideration for customer matters, as 
a result, these sub-groups banks do not use customer measures and, accordingly, 
they could not totally assess their importance and the use of customer measures in 
performance measurement systems. 
These findings are somewhat in line with other previous studies, for example, 
Srinivasan (1997) concludes that customer measures were frequently used, and they 
have a positive effect of profitability, which is possible to indicate the future rather 
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than current improvement. Furthermore, management need to achieve the 
requirements for stakeholders like customers, employees and shareholders to 
accomplish better performance (ßrignall and Ballantine, 1996). In addition, 
Anderson et at (1997) argue that customer measures like customer satisfaction are 
positively associated with contemporary accounting performance. 11crera, (1997) 
conclude that the use of non financial measures is associated with enhanced 
performance for organisations pursuing customer satisfaction through their strategy. 
Ittner and Larcker (1998) investigate the relationship between customer satisfaction 
and firms performance. They found evidence that customer satisfaction measures 
are associated with the firms' current market value. Furthermore, I3ehin and Riley 
(1999) report that, in the U. S. airline industry, customer measures arc associated 
with financial performance. Foster and Gupta (1997) supply evidence on the link 
between customer satisfaction and future profitability. Similarly, Danker ct al (2000) 
provide evidence on the impact on non financial measures, such as customer 
measures on the future accounting based performance and positively related to 
future financial performance. In contrast, lttner and Larckcr (1998) suggest that 
many firms do not experience a significant association between customer 
satisfaction and contemporary accounting and market returns. In summary, the 
results of the majority of these studies find a positive relationship between future 
firm performance and the use of customer measures. 
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6.2.3 Learning and Innovation Performance Measures 
6.2.3.1 The Descriptive Analysis of the use of Learning and Innovation 
Measures 
The respondents were asked to indicate the level of innovation that they used for 
example introducing new services or discovering new markets, and how could they 
learn and give advantage from their own experience and from others' experience. To 
examine the use of learning and innovation measures for evaluation of performance, 
seven statements were considered. These statements arc: acquiring modern 
technology (statement 2.12), introducing new services (statement 2.13), discovering 
new markets (statement 2.14), monitoring competitors (statement 2.15), 
benchmarking competitors (statement 2.16), training courses for employees 
(statement 2.17), and updating databases (statement 2.18). Table 7.15-1 shows the 
percentages, the descending means, and the average means, for these statements to 
determine the extent of use of learning and innovation performance measures. 
The bold figures in table 6-15-1 indicate that about 78 per cent of participants select 
the training course for employees (statement 2.17) as the important aspects of 
innovation and learning measures with mean of 4.178. Likewise about 77 per cent of 
participants choose creating new idea about provided services (statement 2.13) as 
the important aspects of innovation and learning measures with mean of 4.175. 
While approximately 77 per cent of banks consider acquiring the modern 
technologies (statement 2.12) is important as innovation and learning measures, 
with mean of 4.147. Otherwise, only less than 11% of respondents do not see the 
same view regarding the previous three statements as the important aspects of use of 
innovation and learning measures. These results were held by the calculated average 
means of the participants' responses when all sub-groups reported above 4 as 
observed in table 6-15-1. For example, the highest mean was the prospector sub- 
group banks, and the lowest mean, however, was specialized sub-group banks. 
In same direction, the table 6-15-1 shows that approximately 69 per cent of 
participants agree when both the monitoring competitors (statement 2.14), and 
discovering new markets (statement 2.15) are used as innovation and learning 
measures with mean of 3.798,3.773 respectively. Furthermore, about 66 per cent of 
participants think that updating databases (statement 2.18) is important to use as 
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innovation and learning measures with a mean of 3.859. On the other hand, less than 
20 per cent disagreed regarding the use of these statements as innovation and 
learning measures. As can be shown in the table 6-15-1, the calculated average 
means of all sub-groups support the previous result, such as, the prospector sub- 
group banks had the highest mean (means 4.000 for all statements 2.14,2.15, and 
2.18). In contrast, specialized sub-group banks had lowest means 2.795 for 
statements. However, as can be seen from the tables, bcnchmarking competitors 
(statement 2.17) was accepted as innovation and learning measures form only 48 per 
cent of participants, with mean of 3.368. 
In general, the table confirms that the level of the use of learning and innovation 
measures is more prominent compared with earlier measures. As can be seen, on 
average, approximately 70 per cent of the participants believe that the use of 
learning and innovation measures is important for evaluating pcrforniancc with an 
average score of 3.900. Otherwise, only 13 per cent of the respondents indicate that 
they do not see the value of the use of learning and innovation measures for 
evaluating performance. Table 6-15-1 indicates that most of the sub-groups from 
different categories, on average, are agreed with the statements which related to the 
use of learning and innovation measures in their performance measurement systems. 
6.2.3.2 Inferential Analysis of the use of Learning and Innovation 
Measures 
To explore whether sub-groups' means relate to the use of learning and innovation 
measures are significantly different between sub-groups within all categories, one 
way ANOVA and independent T-test (Inferential tests) were used. The table 6-15-2 
indicates the results of tests for all sub-groups as follows: 
A- Independent Sample T-test: 
The T-test was carried out to find out whether the means of sub-groups (sub-groups 
from type of business category, sub-groups from size of bank category, and sub- 
groups from the type of ownership category) of a single variable differ from each 
sub-group in overall statements. From the table, it can be found that there are 
conflicting results among all sub-groups: firstly there is a significant difference 
between sub-groups means from the type of business category and the size of bank 
category (P= 0.000). Therefore, II is not supported, which means that there is a 
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significant difference regarding the use of innovation and learning measures 
between commercial and specialized banks, and there is a significant difference 
between small and large banks. In contrast, there is no significant difference 
between sub-groups in the type of ownership category, thus II is accepted, which 
means there is not a significant difference regarding the use of internal business 
measures between private and public banks. 
B- One Way ANOVA: 
The One Way ANOVA was applied to find out whether the means of sub-groups 
from the type of business strategy orientation category arc different. The results 
shown in table 6-15-2 demonstrate that there is a significant difference between all 
sub-groups means (P= 0.003). Therefore, the hypothesis 11o is not accepted, which 
suggests that the sub-groups in the type of business strategy orientation category arc 
significantly different regarding the use of learning and innovation measures in their 
performance measurement systems. 
Results also demonstrate that innovation and learning measures were applied in 
about 70 per cent of participating banks. Comparison tests (One \Vay ANOVA and 
T-test) findings illustrate that these measures are significantly different among sub- 
groups from only the business strategy category, but, other sub-groups arc not 
significantly different in the remaining categories. These results are not a reflection 
of the majority of researchers but they arc in line with other previous studies 
conducted in this field (such as Rouse et al, 2002, and Ilirschey et al, 2001). Rouse 
et al (2002) suggest that the airline company have prompted deliberate processes 
directed towards continuous improvement and management. They propose that 
overall gains have been achieved in efficiency and learning culminating in across 
the board improvement, and learning is a major contributor to improvement and has 
elevated the level of performance. In addition, Ilirschcy ct al, (2001) suggest that 
non financial information on the quality of patents has consistently positive effects 
on stock prices. 
These results suggest that the banks of Libya have started new processes that have 
been issued by the Central Bank of Libya to guide the banking sector towards 
continuous improvement like the use of the latest technology in banking services. 
The findings also have become apparent that, in general, progress has been made 
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regarding efficiency and learning culminating in an overall improvement. Therefore, 
it is normal to find some Libyan banks with developed technologies and an adequate 
level of services, which reflect the importance of the use of learning and innovation 
measures in their performance measurement systems. 
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6.2.4 Internal Business Performance Measures 
6.2.4.1 The Descriptive Analysis of the Use of Internal Business Process 
Measures 
The respondents were asked to give their opinions about the use of internal business 
measures in their banks, for example, the importance of employees' satisfaction, 
service quality levels and on time delivery. In order to investigate the current use of 
internal business measures, seven statements have used. These statements were: 
employees satisfaction (statement 2.19), delivery on time for services (statement 
2.20), the number of transactions reflection of the level of performance (statement 
2.21), the importance of quality of services (statement 2.22), turnover of employees 
(statement 2.23), teamwork and coordination for employees (statement 2.24), and 
improving employees' productivity (statement 2.25). Table 7.16.1 reveals the 
percentages, the descending means, and average means, for these statements. 
The bold figures in table 6.16.1 indicate that the statement (2.22), the importance of 
quality service has the highest mean score (3.509) resulting from 53 per cent of 
respondents agreeing or strongly agreeing with it. As shown in the table, the 
statement (2.20) delivery on time for banking services is the second highest mean 
score (3.417) with as many as about 51 per cent of the aggregate responses of the 
participants. At the same time, the statement (2.21) number of transactions as 
reflection of performance is the third highest mean score (3.337) based on the 
responses from Libyan banks, as many as 48 per cent either agreed or strongly 
agreed with this statement. However, about 28 of respondents do not have the same 
view regarding the previous three statements as the important aspects of internal 
business measures. These results were held by the calculated average means of the 
sub-groups' responses in four banking categories, which report above 4 as observed 
in table 6-16-1, for example, the highest mean was the prospector sub-group banks, 
and the lowest mean, however, was defender sub-group banks. 
The table 6-16-1 shows that efforts to improve their employees' productivity, the 
rate of employee turnover, and encouraging teamwork and coordination for 
employees' aspects have to be the importance of the use an internal business 
measures with a mean of 3.215,3.288, and 3.184 respectively, as many as about 42 
per cent of respondents either agreed or strongly agreed with these statements. On 
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the other hand, about 27 per cent of participants do not see these statements as the 
important aspects of the use an internal business measures. 
In general, the use of internal business measures such as those related to employees 
and their satisfaction. Respondents were asked about the importance of employees' 
satisfaction, services quality, and on time delivery. Approximately 46 per cent of the 
participants indicated that the use of internal business measures is important for 
evaluating performance, with an average mean of 3.302. But, about 23 per cent of 
the respondents indicated that they do not see the value of the use of internal 
business measures for evaluating performance. Table 6-16-1 showed that most sub- 
groups of banks in four banking categories, such as prospector, large and private 
sub-groups banks, agree regarding the importance of use of these measures with the 
means score higher than 3.100. In contrast, some sub-groups like defender and 
specialized sub-groups had lowest means. 
6.2.4.2 Inferential Analysis of the Use e of Internal Business Measures 
Table 6-16-1 concludes that the means of the use of internal business measures arc 
different in all sub-groups in each category. The independent T-test and one way 
ANOVA tests (Inferential tests) were employed to discover whether these 
differences are significant between sub-groups. The table 6-14-2 provides an idea 
about the results of tests for all sub-groups as follows: 
A- Independent Sample T-test: 
The Independent T-test was used to examine whether the means of banking sub- 
groups (The subgroups of type of business category, sub-groups of size of bank 
category, and sub-groups of the type of ownership category) of single variable differ 
from each sub-group in overall statements of the use of internal business measures. 
Table 6-15-2 shows that there are various results: firstly there is no significant 
difference between sub-groups means from the three categories (11= 0.747,0.503, 
and 0.091). Therefore, IIp, are supported, which means that there is no significant 
difference regarding the use of learning and innovation measures within sub-groups 
in all three categories. 
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B- One Way ANOVA: 
Likewise, to find out whether the means of sub-groups from the type of business 
strategy orientation category are different, the One Way ANOVA was used. Table 
6-16-2 reveals that there is a significantly difference between sub-groups means (P- 
0.000). Therefore, Ito is rejected, which suggests the sub-groups from the type of 
business strategy orientation category are significantly different regarding the 
importance of the use of internal business measures. 
Results highlight that internal business measures were applied by the 46 per cent of 
the participant banks. Comparison tests (One Way ANOVA and T-test) show that 
these measures are significantly different among sub-groups from three banking 
categories which are the business strategy category, type of business category, and 
the size of bank category, while the use of internal business measures arc not 
significantly different between sub-groups from type of ownership category. 
Conversely, about 22 per cent of respondents think that they do not notice the 
importance of use of internal business measures for evaluating performance. This is 
consistent with other previous studies. Heskett et al (1994) consider that employees' 
satisfaction is a necessity for customer satisfaction and consequent profit. In 
addition, Brignall and Ballantine (1996) argue that the important element in making 
control system is employee satisfaction, which will be linked to the organisational 
reward system effective. Furthermore, Hvolby and Thorstenson (2001) point out 
that the most frequently measured performance indicators were 'quality levels'. 
Moreover, Chenall (1997) conclude that firms using quality control measures as one 
of their non financial performance measures achieve higher performance than those 
firms that do not use these measures. In addition, Abernethy and Lillis (1995) 
indicate that greater reliance on non financial measures, such as quality control, has 
a more positive effect on performance. Taken together, the results of these studies 
are consistent with the results of the current study concerning the application of 
internal business measures. 
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6.2.5 Community Performatnce Measures 
6.2.5.1 The Descriptive Analysis of the Use of Community Measures 
The respondents were asked to indicate their views about the importance of use of 
community measures in their banks. To examine the importance of use of 
community measures for evaluating performance, five statements were included in 
this part of the questionnaire. These were: when there is dealing with public 
responsibility (statement 2.26), when there is consideration for community issues 
(statement 2.27), when there are efforts to improve bank's public image (statement 
2.28), when the community measures are important (statement 2.29), and when 
consideration for community regulations are paid (statement 2.30). Table 6.17.1 
shows the percentages, descending means, and the average means of these 
statements to identify the extent of use of community measures. 
The bold figures in table 6.17.1 indicate that the statement (2.29) about the 
importance of community measures is the highest mean score 3.337 resulting from 
about 45 per cent of respondents agreeing or strongly agreeing with it. Followed by 
the importance of community issues (statement 2.27) as the second highest means 
score 3.313 with as many as about 46 per cent of the aggregate responses of the 
participants. As shown in the table, the statement (2.26) the level of performance is 
reflected by dealing with public responsibility as the next mean score (3.276) with 
as many as about 43 per cent of the aggregate responses of the participants. At the 
same time, the statement (2.28) concerning improving the bank's public image is the 
fourth mean score (3.258) based on the responses from Libyan banks, as many as 42 
per cent either agreed or strongly agreed with this statement. I lowvcvcr, about 26% 
of respondents do not have the same view regarding the previous statements as the 
important aspects of use of community measures. These results were held by the 
calculated average means of the sub-groups' responses in four banking categories, 
table 6-17-1 shows that most sub-groups from different banking categories believe 
that the use of community measures is less important related to previous measures. 
However, the defender sub-group banks attach the highest level of importance of 
use of community measures compared to the other sub-groups with an average score 
3.604. In addition, the table illustrates that the prospector and public banking sub- 
groups represent the second important type of use of community measures with 
average score of 3.491 and 3.381 respectively, followed by small, commnicrcial, and 
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large sub-groups with average scores of 3.327,3.285, and 3.193 respectively. 
Nevertheless, analyzer sub-group is the lowest with average score 2.778. 
It can be noted from the table that the respondents consider that community 
measures are less important than financial measures (with mean of 3.254). This may 
provide a partial explanation as to why the sub-group banks arc still depending on 
financial measures as the main source of information to compete and base 
performance evaluation. The results also show that some sub-groups consider the 
importance of community issues and importance of improving public image to be 
sufficient in respect of performance measures with a mean ranging from 3.086 to 
3.313. This suggests that information about community is valued by the banking 
sub-groups as an important source of information to face competitive marketplaces. 
Furthermore, from the table, the results show that, on average, the use of community 
measures are adopted in about 42 per cent of the banking sub-groups with an 
average score of 3.254. Otherwise, 27 per cent of the respondents indicated that they 
do not see the necessity to use community measures to evaluate performance. Table 
6-17-1 indicates that about 43 per cent of the sub-groups from different banking 
categories, on average, are a slightly convinced about listed statements which 
related to the use of community measures in their performance measurement 
systems. In contrast, the analyser sub-group banks tend to have slight level of 
dissatisfaction with community measures with a mean of 2.778. 
6.2.5.2 Inferential Analysis of the Use of Community Measures 
Table 6-17-1 reveals that the means of the importance of the use of community 
measures are different in all sub-groups. To analyze whether these differences are 
significant among the surveyed banks, One Way ANOVA and independent T-tcst 
(Inferential tests) were used to determine whether the means of statements difTcr 
from sub-groups in each banking category. Table 6-17-2 shows results of tests for 
all sub-groups as follows: - 
A- Independent Sample T-test: 
The T-test was performed to identify whether the means of sub-groups banks (The 
subgroups of type of business category, sub-groups size of bank category, and sub- 
groups the type of ownership category) differ from sub-groups in overall statements 
of the use of community measures. Table 6-17-2 shows that there arc similar results 
02 
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regarding the above statements namely there are not significant differences between 
all the sub-groups means (P= 0.069,0.257,0.277), therefore, Ito is accepted, which 
means that there is not a significant difference regarding the use of community 
measures. 
B- One Way ANOVA: 
The One Way ANOVA was undertaken to test whether the means of sub-groups 
from the type of business strategy orientation category arc a significant difference. 
The results in table 6-17-2 demonstrate that there are significant differences between 
all sub-groups means (P= 0.000). Therefore, the hypothesis Ito is rejected, which 
suggests the sub-groups from the type of business strategy have a significantly 
different level of use of community measures in their performance measurement 
systems. Results show that community measures were applied in 42 pcr cent of 
participant banks. Comparison tests (One Way ANOVA and T-test) findings show 
that these measures are significantly different among sub-groups from only the 
business strategy category, otherwise, these measures arc not significantly between 
all sub-groups within remainder categories. 
This finding can be expected from the majority of researchers in this subject area, 
due to the characteristics of the banking sector being not related to community 
issues like pollution and green issues. In addition, the consideration of community 
subjects may be because the majority of Libyan banks arc related to the government 
that focused organisations to recognize community issues. This also might be 
because some new community regulations have been implemented by the Libyan 
government (see for example; Alkizza, 2005), which is consistent with what 
Ashford and Meima (1993) stated about increasing pressure from the government, 
proactive organisation and other stakeholders for information on organisations' 
community performance. 
These results are somewhat also consistent with other studies such as Epstein and 
Manzoni (1998), Young and Welford (1998). Epstein and Manzoni (1998) states 
that the majority of organisations do not give serious consideration for their 
environmental and community liabilities in either internal decision making or 
external reporting. However, at the present time, the rapid increase in environmental 
and community issues like cost has caused firms to begin to integrate these 
03 
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considerations into management decisions at all levels and they started measuring 
and reporting these issues. Roberts (1994) points out that environmental measures 
have been one of the routes followed by many organisations in the U. S and Europe 
to improve their impact on the environment. Finally, according to Epstein and 
Manzoni (1998) these measures should be developed and used by the business 
community if organisations seek sustainability. 
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6.3 The Applications of Performance Measures 
This section shows the findings of the descriptive analysis of the third part or the 
questionnaire which collected data from all sub-groups within four banking 
categories about the views of respondents regarding the importance of 
performance measures to long-term organisational success and their usage in 
performance measurements and evaluation of performance. This is to achieve the 
third research objective: 
3) To assess the function/purposes of using financial and non financial 
measures for evaluation of performance and different purposes. 
To achieve this, the respondents were asked to indicate their use of performance 
measurement, in terms of financial and non-financial measures. These measures arc 
represented by financial, customer, learning and innovation, internal business and 
community measures. Descending means were used to examine the importance of 
financial and non-financial measures categories to long-term organisational success, 
and their use in performance measurements and evaluation. Based on a five-point 
scale, the descriptive analysis and the discussion are presented in the following sub- 
sections. 
6.3.1 Importance to Long-Term Organisational Success: 
In order to assess whether financial or non financial measures arc important in the 
long term organisational success, the respondents were asked to indicate the 
importance of financial and non financial performance measures as drivers of 
organizational success. Table 6-18 shows that financial measures (mean 3.184), 
which refer to monetary metrics were ranked as the most important performance 
measures. In contrast, non financial performance measures relating to customers and 
learning and innovation measures were ranked as the most important among non 
financial performance measures (means = 3.073 and 3.001 respectively). however, 
internal business and community measures were ranked as less or not important 
(means = 2.687 and 2.288). In addition, the table 7-18 shows that the same order can 
be seen among all sub-groups in all banking categories. 
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Table 6-18 Descending Means Reflect Importance of Performance Measures as Drivers 
of Long Term Organisational Success 
Mean SD 
TOSTRCAT TSBCAT SILCAT 1OW('AT 
1'RO ANA DEF (O\1 SPE SB I'll 11141 I'l 11 
FinMea 3.184 1.101 4.000 3.135 3.067 3.403 3.0010 2.973 3.360 3.. 319 )1 1 
CusMea 3.073 
. 
8503 3.222 2.919 2.818 3.308 2.154 2.899 3.284 1.194 2 'v78 
LealnnMea 3.001 . 
9783 3.333 2.770 2.295 3.795 2.339 2.270 3.189 3.208 2.275 
Inrl3essMea 2.687 . 
9892 3.114 2.527 2.822 2.98 t 2.487 2.230 2.921 3.014 2.890 
ComMea 2.288 . 
6824 2.341 2.257 2.289 2.331 2.821 2.973 2.337 2.236 2.330 
TSICAT = Type of Business category, OWVCAT = type of osonership category. SV('AT =Srie of hank category, 
TOSTRCAT = "type of strategic orientation category. SB = small suh-group banks. 1.11 - large sub-group kinks. I't'B -- 
public sub-group banks, I'RI - private sub-group banks, PRO- prospector stratus '. uh-group bank.. %%- anah"cr 
strategy sub-group banks, 1)F, F= defender strategy sub-group hanks, CO 1= commercial sub-group banks. SI'I". specialised 
sub-group banks. FinMea- Financial measures. CusMes=Customer measures I, ettlnn%les=learning and innovation 
measures, InrBessMea =Internal business process measures, (bmllea =C'ommunits me, i ure,,. II- Not at all important, 2 
= unimportant. 3= Neither important nor unimportant, 4= important. 5- very important) 1I Not it all important. 2 
unimportant, 3= Neither important nor U1111111)0 rtitnt. 4- important, 5 ccm important) 
TOSTRCAT TSBCAT SWAT 1OW('AT Mean SD 
1'RO ANA DEF (O\1 SPE SB I'll 11141 I'l 11 
FinMea 3.184 1.101 4.000 3.135 3.067 3.403 3.0010 2.973 3.360 3.319 s ul 1 
CusMea 3.073 
. 
8503 3.222 2.919 2.818 3.308 2.154 2.899 3.284 1.194 2 v79 
LealnnMea 3.001 . 
9783 3.333 2.770 2.295 3.795 2.339 2.270 3.189 3.208 2.275 
Inrl3essMea 2.687 . 
9892 3.114 2.527 2.822 2.984 2.487 2.230 2.921 3.014 2.89 tt 
ComMea 2.288 . 
6824 2.341 2.257 2.289 2.331 2.821 2.973 2.337 2.236 2.330 
TSICAT = Type of Business category, OWVCAT = type of osonership category. SV('AT =Srie of bank category. 
TOSTRCAT = Type of strategic orientation category. SB = small suh-group banks. 1.11 - large sub-group kinks, I't'B -- 
public sub-group banks, I'RI - private sub-group banks, PRO- prospector stratcgs '. uh-group bank.. %%- anah"cr 
strategy sub-group banks, 1)F, F= defender strategy sub-group banks, CO 1= commercial tiub-group banks. SI'F specialised 
sub-group banks. FinMea- Financial measures. CusMes=Customer measures I, ettlnn%les=learning and innovation 
measures, InrBessMea =Internal business process measures, (brnllea =C'ommunits mr; rsures. tI- Not at all important, 2 
= unimportant. 3= Neither important nor unimportant, 4= important. 5- very important) (I Not it all important. 2 
unimportant, 3= Neither important nor Lill im wrtitut. 4- important, 5 ccm important) 
These results indicate that all sub-group banks are still aware of financial measures 
as an important source of information to achieve bank objectives; beside they are in 
line with the increasing importance of including some measures of non financial 
measures-customer and learning and innovation- in performance measurement 
systems. This result is supported by some authors (e. g. Kaplan, 1984 and Guenther 
and Gruening, 2002). 
6.3.2 Managerial Performance Evaluation 
To assess the uses of diverse measures for evaluation of managerial perfornmalice, 
the respondents were asked to point out the extent to which financial and non 
financial measures are used to evaluate managerial performance. Table 6-19 
demonstrates the means of performance measures, which reflects the use of' each 
performance measure to evaluate managerial performance. It could be noted from 
the table 7-19 that the Libyan banks still depend on financial measures as the main 
source to evaluate managerial performance with a mean of 3.478, while non 
financial measures namely customer and learning and innovation measures tend to 
be used to some extent (with mean 2.810 and 2.834 respectively) to evaluate the 
managerial performance. On the contrary internal business and community 
measures tend to be rarely used with a mean 2.233 and 2.025 respectively. 
Comparing the sub-groups of banks as shown in table 6-19 it could be noted that all 
sub-groups use financial measure to evaluate managerial performance more than use 
of other non financial measures. In addition, prospector, commercial, large and 
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private sub-group banks tend to use financial and customer and innovation and 
learning measures to evaluate managerial performance. 
Table 6-19 Descending Means for the Use of Deserve Performance Measures for 
Evaluation Managerial Performance 
TOSTRCAT TSBCAT SIZ('AT IOW('AT 
Akan SD 
PRO ANA UEF (()\l Sri. sit III PRI III It 
FinMea 3.478 . 7961 3.568 3.351 3.600 ß. 1f, 11 3 519 3.541 i 127 1402. 1 SOf) 
CusMca 2.810 . 9972 
2.818 2.919 2.622 2.815 2.795 2.839 2.787 '. 78f1 2.917 
LealnnMea 2.834 . 8719 
2.636 2.919 2.889 2.798 2.949 2.946 2.742 2.758 2.9; 1 
InrBess\Iea 2.233 . 9314 2.295 2.216 2.200 2.226 2.256 2.203 2.258 2.220 
2.2t1 t 
ComMea 2.025 . 8311 2.136 2.000 1.956 
2.065 1.897 1.946 2.090 2.088 1.911 
'IS13('A'I' - Ivpe of Business categon. OW('AI = type of'tismershth category. SII(A'I -Sue of hank cateE., -1 
'1OS7'R('A'I' _ Type of strategic orientation categur\ SB small sup-genur banks. 1,8 - large sub-group hank. I'1 11 
public sub-group hanks. PRI = private sub-group hanks. PRO- prospector strategy sub-group bank". AN % analsscr 
strategy sub-group banks. 1)1? F= defender strategy sub-group banks. ('O 1= commercial stub-group banks. SIT specialised 
sub-group banks. FinMtca Financial measures. ('usMea-('ustomcr measures. I. ealnnMea-Learning and tnnovati n 
measures. InrBessN1ea =Internal business process measures. ('orN1es i ommunw, measures Respondents s%crc asked t" 
indicate the use of performance measures for nt; tn; tgrrt; ti esaluauom on s-raint scale 11 Not at all used. 2 lo t 11111c 
c\lenl. 3= Neither to a little nor to some c\trnt. 41 onle c\tcnt. S 11, ;t eteat extent 
This result is similar to the ideas suggested by some researchers (e. g. Chenhall and 
Morris. 1986; Otley, 1999) in which they indicate that targets should be set fier both 
financial and non financial performance measures in order to evaluate managerial 
performance. 
6.3.3 Problem Identification 
To analyze the use of different measures for identifying the problem and developing 
plans, the respondents were asked to indicate the extent to which their banks use 
performance measures for identifying problems and improvement opportunities and 
developing action plans. 
Table 6-20 Descending Means for the Use of Deserve Performance Measures for 
Identiffin! Problem and Develonins' flans 
TOSTRCAT TSB('AT til/. ( : VI 1011% (A] Mean SD 
PRO ANA U1.: 1. ('O 1 SPl. SB LB I'RI PI It 
FinMea 3.883 . 
7965 3.773 3.824 4.089 3.831) -t oft, 4.014 3.775 S 6-S , 90 
CusMea 2.798 . 8252 2.614 
2.784 3.000 2.726 3.026 3.068 2.573 2.637 3.0011 
Les)InnMea 2.890 1.191 2.864 2.851 2.978 2.774 3.256 3.243 2.596 2.747 3.061) 
InrBBessM ea 2.227 . 7227 2.159 2.203 2.333 2.185 2.359 2.419 2.067 2.099 2.389 
('on)Mea 1.94.5 . 8259 1.932 1.892 2.044 1.952 1.923 2.095 1.820 1.868 2.042 
fti6('AT = Type of Business category, OW('A'I = type of omlership categor), S17. ('AI Sue (it hank categn. 
1 OSTRCAT = Type of strategic orientation categor tilt small sub-group banks. I. B Inge sup-group hanks. Pl'II 
I ublic sub-group banks. I'RI = private sub-group hanks. PRO= prospector stratcF. % snub-group banks, ANA- anah. rr 
strategy sub-group banks. DEF= defender strategy sub-group banks. CO M commercial sup-group banks. SPE- spwalised 
sub-group banks Fin\lea Financial measures('usNien ('armer me; inures I. e>tlnnN ea°learning and mnovauun I 
mrasurrs- Inrßcss\lea =Internal business process measures. ('ommes ('ummunits measure. Respondents were asked to 
indicate the use of pertixmance measures for indenting hmhlem, on I rx r: plc II Not at all used. 2 'lo a little estrnt. 
Neither to a little nor to some extent, 4 lit s omr e\tcnt" Iu ;ir. ie, ut rýtrnl l 
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Table 6-20 shows the means for performance measures to identify problems and 
improvement opportunities. The table shows that the financial measures with mean 
3.883 is the most important category that is used to identify problems and 
improvement opportunities and developing plans whereas non financial measures 
namely customer, learning and innovation measures arc occasionally utilized to 
identify problems and improvement opportunities and developing plans with mean 
of 2.798 and 2.890 respectively. 
In contrast, internal business and community measures tend to be not employed to 
identify problems with means 2.227 and 1.945. Moreover, from the table 6-20, it 
can be seen that the sub-groups have the same tendency to use financial measures 
more than non financial measures with a higher level for prospector, private, large 
and commercial sub-groups banks than other sub-groups. This result supports the 
idea suggested by Banker et al, (2004) in which they indicate that organisations 
should use both financial and non financial performance measures to improve 
decision making and problem solving. 
6.3.4 Financial Reward System 
The respondents were asked to indicate the extent to which their banks use each of 
the five measures in their financial reward system. Table 6-21 shows the descending 
means linking performance measures to financial reward system. 
The following table shows that the financial category are the most important 
measures category used to reward managers with a mean of 3.209. In terms of non- 
financial measures, the results show that the customer, learning and innovation 
measures (mean = 2.387 and 2.699 respectively) arc the only non-financial measures 
that are little used to reward managers. The results also show that, on average, 
internal business, and community measures tend not to be linked to the financial 
rewards system in their business units. Likewise, It can be observed among all sub- 
groups banks that the same tendency by different level of the use of these measures 
in financial reward system exists. 
These results suggest that the responding banking sub-groups still depend mainly on 
the financial performance information as the main source to reward managers in 
terms of managerial compensation. 
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Table 6-21 Descending Means Linking Performance Measures Categories to Financial 
TOSTR('AT TSBCA7' SIZ('AT I (AW'('AT Mean SD 
PRO ANA DE F ('O\1 
---Sill", -sit 
III 1'141 I'( Il 
FinMea 3.209 . 9904 3.000 3.243 3.356 3.129 3.462 3.446 3,011 3.044 3.417 
CusMea 2.387 . 7960 
2.341 2.324 2.533 2.339 2.538 2.554 2.247 2.319 2.472 
LealnnMea 2.699 . 9695 
2.591 2.649 2.889 2.621 2.949 2.959 2.483 2.527 2.917 
InrilessMea 1.908 . 6649 
1.955 1.851 1.956 1.887 1.974 1.973 1.854 1.9111 1.917 
ComMea 1.718 . 5933 
1.727 1.770 1.622 1.742 1.641 1.689 1.742 T 1,736 1.691 
TSB CAT = Type of Business category, OW('Ai = type of o%nership categon MP AI title of hank categ-, r,. 
'IY)SI'RCAT ='I}pe of strategic orientation category S13 = small sub-group hank'.. I It Inge mill-group hanks. 111 It 
public sub-group banks, PRI = private sub-group banks, PRO= prospector stratcg, pub-group banks. SAN \ anal% c 
strategy sub-group banks, DLF= defender strategy sub-group banks. ('ON1 commercial sub-group bank,,, SI'E special -I 
sub-group banks. Fin\Iea= Financial measures. CusMea 'ustomer measures I. ealnn%Iea=Lcarnmg and mnosati, ii 
measures, InrBessMea =Internal business process measures. ('omMen =Community measures Respndentý , \ere asked 1- 
in licate the use of performance measures for re\wrd system on 5-point scale 1I Not , it ill used. 2 Ioa little event. 1 
Neither to a little nor to some extent, 4= 'I o some extent, 5= 'I o it great extent 
Despite the increasing use of non-financial-customer, and learning and innovation 
measures in managerial compensation (Ittner et al.. 1997). Thus, it can he concluded 
that the respondents are still depending on traditional financial performance 
measures as the predominant measure to reward managers. The findings do not 
therefore support the recommendations suggested by several researchers (e. g. 
Banker et al.. 2000) to link the non-financial performance measures with executive 
compensation plans 
6.3.5 Measurement Quality 
In order to appraise the measurement quality of each measure, the respondents were 
asked to indicate how well their banks measure performance in the five performance 
measures categories. Table 6-22 shows the descending means relating to the 
respondents' perceptions of how well their banks measure performance (i. e. 
measurement quality) within each performance measure category. It can he noted 
from the table that respondents consider that measurement quality is high (with a 
mean of 3.534) in respect of the financial measures. This may provide a partial 
explanation as to why the responding sub-groups banks still depend on financial 
information as the main source of information to compete and base strategic 
decisions. 
The results also show that their banks consider the quality of information to he 
sufficient in respect of customer and learning and internal measures with a mean 
2.865 and 2.546. 
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Table 6-22 Descending Means in Relation to Measurement Quality ww ithin Performance 
Measures Catevories 
TOSTRCAT TSBCA'T SI/A AT IOW('AT 
Mean SI) 
1'RO ANA 1)EF ('OMI SI'1 SB Ill; 1'121 11111 
FinMea 3.534 . 9512 
3.591 3.581 3.400 3.516 3.590 3.514 3.551 3.593 OX 
CusMea 2.865 . 
9783 3.159 2.919 2.489 2.944 2.615 2.514 3.157 30)0 
LealnnMea 2.546 . 8692 
2.432 2.432 2.844 2.419 2.949 2.797 2.337 2.374 ý7 
InrBessNica 2.092 49 . 66 
2.250 2.149 1.844 2.129 1.974 1.8865 2.281 2.220 
N 
ComMea 2.184 . 9043 
2.636 2.189 1.733 2.331 1.718 1.811 2.494 2.505 
'1514('. 47' = Type of Business category, OW('AT = type of ownership categon. SI/( %l - tive o( hank 
TOSTRCAT = Type of strategic orientation category SB = small sub-group hanks. 1.11 arge suh-kroii hanks PI II 
public sub-group banks, PRI - private sub-group banks, PRO= prospector strategy "'b-group h. rnt.. \\ % anahrr 
strategy sub-group hanks. 1)1. P defender strategy sub-group hanks, ('O 1= commercial wh-group barnks SI'I lNecrali. r d 
sub-group hanks Fin\lea I inancial measures 0uc\1ei ('ustrmlcr measurrs I enInnMen Ie mink . rid innosati, 11 
measures. InrßessMen =Internal business IOCCSS measures, ('umNlcn ( out In um t\ nre. rsures 
This suggests that information about customer, learning and innovation are valued 
by the responding sub-groups as an important source of information to face 
competitive marketplaces. In addition, banks do not depend on internal business and 
community information to measure performance. Thus, it can be concluded that the 
respondents agreed on the ability of financial and some non-financial performance 
indicators to provide accurate and meaningful measures. This result is consistent 
with the argument raised by several researchers (e. g. Chenhall and Morris, 1986; 
Ittner and Larcker, 2001) to include non-financial performance measures in the 
performance measurement systems in order to provide information that reflects the 
attributes of these indicators. 
6.4 Further Discussion 
This study investigated pertörmancc measurement in Libyan's banking industry. 
The research questions in this study consisted of two parts: first is to explore what 
type of financial and non-financial measures are used in performance measurement 
systems, by comparing sub-groups within each one of four banking categories. The 
second is to find out, in which purposes (i. c. the importance of financial and non- 
financial performance categories to long-term organisational success, and their use 
in performance measurements and evaluation) are financial and non-financial 
measures used by comparing between sub-groups within cach one of the four 
banking categories. 
The findings of this research about the type of financial and non financial 
performance measures used, seem to be consistent with suggestion by Miles and 
Snow (1978) that prospector and analyser banks are expected to focus more on non- 
financial rather than financial measures, while defender banks are more likely to 
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depend on financial measures. This finding is supported by Byles and Labib (1996) 
who found that defenders set more significance on financial measures than do 
prospectors. The findings are also in agreement with Ittncr ct al., (1997), who found 
that "the relative weight placed on non-financial measures is greater in firms 
following an innovation orientated 'prospector' strategy than in firms following a 
cost leader or 'defender' strategy, in that way suggesting that an organisation's 
competitive strategy is perhaps a crucial determinant of the performance measures". 
This is also consistent with the findings of many other researchers who have used 
the Miles and Snow typologies to examine the impact of different strategic 
orientation in their studies (Bytes et al., 1996; Castle, 2003). 
Miles and Snow (1978) found that defenders tend to focus narrowly on their target 
market. In contrast, prospectors and, to lesser extent analysers, take a broad view of 
the target market. This seems to clarify the finding that public banks report less 
dependence on non-financial measures than private banks. Public banks, which arc 
being in the majority of defenders, are focused on protecting their high market share 
from new entrants. In contrast, the private banks arc prospectors and analysers and 
these findings emerge to be in harmony with the results of Bylcs ct al., (1996) and 
Miles and Snow (1978) that prospectors be likely to be product and market pioneers. 
The findings of this research also seem to be consistent with suggestion Elussain and 
Gunsaekaran, 2002 that commercial banks are more concerned about the opinion of 
shareholders, thus they are concerned about the overall improvement of business 
both financial and non-financial performances. However, specialised cooperative 
banks are not very concerned about improving the non financial measures (i. e. 
quality of services). 
This study's findings indicate that there arc no significant differences between 
commercial and specialised banks. The commercial banks placed greater importance 
on financial measures and relatively non-financial measures but, as the results 
indicate, specialised banks placed somewhat greater emphasis on financial measures 
than non financial measures. These results seem to be consistent with previous 
studies that the nature of business will tend to rely more on financial than non- 
financial information or vice versa (Brignall, 1997; Hussain and Gunsackaran, 
2002; ). This is reflected in the outcome from the interviews. 
The part icularities/characteristics (i. e. size, type, etc) have an effect on the use of 
non-financial performance measures as argued by Fitzgerald ct at. (1991), Brignall 
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(1991), Hussain and Gunasekarn (2002) among others. The empirical findings of 
this study reveal that the size of a bank has significant effect on the use of financial 
and non-financial performance measures. Large sized banks seem to pay a high 
degree of attention to measuring and improving non financial performance measures 
in addition to financial ones rather than small sized banks. This result has supported 
by Fitzgerald et al. (1991), Brignall (1991), and Roque and James (1998) who 
identified that organisational size that large organisation varies in terns of the use of 
performance measures from smaller ones, however it is not consistent with I lussain 
and Gunasekarn (2002), who found that the size of bank does not have such a 
significant impact on the use of non-financial performance measures in banks. 
Libyan banks' openness that began in since 1999 and this study was conducted 
during a period when the banking industry remained in a highly uncertain economic, 
regulatory and commercial environment (Alkaziza, 2005). In that regard, the results 
in this study seem to be consistent with suggestions by the contingency perspective 
that external factors (e. g. environmental factors, such as political pressure, culture, 
industry characteristics, etc. ) will affect the performance measurement system 
(Cobb & Heller, 1995). 
In general, the aforementioned results (sections 6.4.1-6.4.5 and tables 6.18-6.22) 
regarding the dimensions of use of financial and non financial performance 
measures, are evidently corresponding to the growing importance of containing non- 
financial performance measures in the performance measurement systems. In this 
vein, Ittner and Larcker (1998) state that the extensive changes in the nature of 
business environment (e. g. intensity of competition, development of 
technology... etc) has motivated organisations to adopt and measure the new 
techniques for example nonfinancial measures which may lead to success in the new 
environment. Empirically, a study carried out by CIMA (1993) conclude that 
organisations adopt financial and non-financial performance measures because they 
indicate the right way for meeting changes in their environment. In these positions, 
managers need to be able to identify those procedures and activities that are possible 
to create value over the long term (Cumby and Conrod, 2001). 
Therefore, it could be seen that Libyan banks have paid attention to the importance 
of financial and non-financial performance measures as drivers of long-term 
organisational success. This finding supports the idea suggested by several 
researchers (e. g. Kaplan, 1984; Guenther and Gruening, 2002), in which they point 
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out that banks should comprise both financial and non-financial performance 
measures in their performance measurement systems as drivers of the long-term 
success. 
With regard to evaluate managerial performance, the aforementioned findings could 
be deduced that these financial; customer and innovation and learning measures arc 
found to be the only performance measures that arc moderately/extensively used to 
evaluate managerial performance. This suggests that the responding banks 
extensively set targets for financial, customer, innovation and learning performance 
measures. Consequently, the respondents agree with the idea of placing greater 
emphasis on using the same performance measures to evaluate managerial 
performance. This result is similar to the ideas suggested by several researchers (e. g. 
Chenhall and Morris, 1986; Otley, 1999) in which they indicated that targets should 
be set for both financial and non-financial performance measures in order to 
evaluate managerial performance. 
With reference to identifying the problem and developing plans, the aforementioned 
results can be interpreted by comparing them to the responses obtained in sub- 
section 6.4.5. This shows that the same performance measures (i. e. financial, 
customer, innovation and learning measures) that achieved high measurement 
quality were also used to identify problems and improvement opportunities and 
developing action plans. This indicates that when respondents consider that 
information quality is high they are more likely to use this information for 
identifying problems and improvement opportunities and developing action plans. 
However, this result supports the idea suggested by Banker et al. (2004), in which 
they indicated that organisations should use both financial and non-financial 
performance measures to improve decision-making and problem solving. 
Regarding the use of financial and non financial measures as reward managers, the 
results suggest that the responding banks arc still depending mainly on the financial 
performance information as the main source to reward managers in terms of 
managerial compensation. Despite the increasing use of non-financial performance 
measures in managerial compensation (Ittncr et al., 1997), only innovation and 
learning performance measures appear to be moderately used to reward managers. 
Empirically, these results are very similar to Stivcrs ct al,. (1998), who reported that 
only financial and operational performance measures were linked to compensation. 
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Thus, it can be concluded that the responding companies arc still depending on 
traditional financial performance measures as the predominant measure to reward 
managers. The findings do not therefore support the recommendations suggested by 
several researchers (e. g. Banker et al., 2000) to link the non-financial performance 
measures with executive compensation plans. 
It can be noted from the above table that respondents consider that measurement 
quality is high in respect of the financial performance measures. This may provide a 
partial explanation as to why the responding banks arc still depending on financial 
information as the main source of information to compete and base strategic 
decisions. The results also show that their banks consider the quality of information 
to be sufficient in respect of customer, innovation and learning performance 
measures. This suggests that information about customer, innovation and learning 
measures are moderate as an important source of information to face competitive 
marketplaces. Thus, it can be concluded that the respondents agreed on the ability of 
financial and non-financial performance measures to provide accurate and 
meaningfui «asures. This result is consistent with the argument raised by several 
researchers (e. g. Chenhall and Morris, 1986; lttncr and Larcker, 2001) to include 
non-financial performance measures in the performance measurement systems in 
order to provide information that reflects the attributes of these indicators. This is 
also similar to the results reported by the empirical work of Lingle and Schicmann 
(1996). 
6.5 Summary 
This chapter has presented the findings and discussion relating to the first, second 
and third objectives of the research. In particular, it has presented information about 
the sample banks used in this study (the first section of the questionnaire). 
Furthermore, descriptive findings relating to the importance of the use of financial 
and non financial performance measures, and inferential statistical results 
concerning comparison of the extent of use of performance measures in sub-groups 
of each banking category (the second section of the questionnaire) were highlighted. 
In addition, the nature, content and usage of the performance measures (the third 
section of the questionnaire). The responses to the remaining questions arc mainly 
concerned with providing information relating to the contingent variables 
15 
CHAPTER SIX ------------------------------------------------ DcscripiiVe A, taývsty Findings 
influencing the nature and use of the performance measures. hcreforc, this chapter 
has not attempted to provide descriptive information relating to these variables. 
The above descriptive analysis and inferential analysis of data show that Libyan 
banks are relatively small compared with international banks, such as in the UK and 
the US. The majority of managers hold accounting degrees and other qualifications. 
Most respondents hold a Bachelor's degree (BSC. ) accounting degree and have 
extensive work experience, which supported the reliability and credibility of the 
collected data. 
The results reported in this chapter indicate that all banking sub-groups in Libyan 
banks have agreed to the importance and use of various performance measures. 
Financial measures are the most widely used measures among all Libyan banking 
sub-groups. Learning and innovation measures are the most prominent ones among 
non financial measures. The second most widespread non financial performance 
measures are Customer measures. At the third level of popularity are internal 
business measures such as training programmes. The less important measures are 
community measures. 
The findings of inferential (comparison) tests in this chapter also revealed the 
degree of differences among sub-groups in the mentioned banking categories 
regarding the importance of use of performance measures, namely, there arc 
different regarding uses of financial measures between all sub-groups within all 
banking categories. While the use of customer measures, there arc some differences 
in sub-groups within two categories namely, type of business strategy and type of 
business categories. With regard to the use of learning and innovation measures 
there was only one type of business strategy category where there was a dif icrence 
between the sub-groups. Concerning the use of internal business measures, the 
category of the type of ownership indicates that there is a difference between the 
sub-groups. With reference to the community measures, there is a difference 
between sub-groups in the type of business strategy category. However, no 
significant differences have been found among the remaining sub-groups regarding 
the use of performance measures. Approximately, all of the responding sub-groups 
operate performance measurement systems comprising of financial and same non- 
financial performance measures. 
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However, the findings indicate that there are differences between the importance of 
performance measures categories and their relative use in performance 
measurements and evaluation. It was observed that financial pcrformance 
measurements are the dominant measures for the responding banks. In addition, 
non-financial performance measurements (i. e. customer and learning and 
innovation) had high usage rates whereas internal business and community had only 
a slight usage rates. 
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FACTORS: 
MEASUREMENT MODEL AND I'EARSON CORIZELATION ANALYSIS 
CHAPTER SEVEN ---------- Measurement Afodel And Pearson Correlation Anal º-s/. c 
7.1 Introduction 
It was decided that the theoretical construct for research variables was 
operationalized based on previous studies. The measurement of these construct 
variables is essential to ensure the reliability and validity of the expected results in 
order to achieve the research objectives. It was stressed early that the balance of 
performance measures is applied in different ways, and that different interpretations 
exist as to what represents the use of performance measures in a performance 
measurement system. However, the descriptive findings of this study confirmed that 
sub-groups banks are using the performance measures in different ways. 
The aim of this chapter is to analyse how the research variables arc measured, and 
the procedures undertaken to establish the construct validity using exploratory factor 
analysis and to estimate the reliability using Cronbach Alpha coefficient. The first 
section presents the measurement of the research variables and the outputs of the 
exploratory factor analysis. Discussion of normality is shown in the second section. 
The third section checks the reliability and validity issues for dependent and 
independent variables. Correlation analysis for the use of performance measures 
"dependent variables" with contingent factors "independent variables" required for 
testing research hypothesis is shown in the fourth section. The last section presents a 
summary of this chapter. 
7.2 Exploratory Factor Analysis 
Fabrigar et al, (1999) state that researchers must consider suitable theory and 
previous studies when they want to determine the relevant number of factors to 
retain, and they should try to predict the number and nature of factors. Exploratory 
Factor Analysis (EFA) is applied when researchers require to identify a set of latent 
factors from a larger number of observed variables (items/qucstion scales). In 
addition, Baber et al (2002), as an example, suggest that there is evidence for 
utilising EFA in accounting studies. however, Bryman and Cramer (2001) stress 
that items/statements that use to measure a variable must be related as condition to 
use EFA. Results of correlation test show that statements used to measure dependent 
and independent variables, in the questionnaire, were inter-correlated. Therefore, 
EFA is suitable to be applied in this research. 
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EFA can be used for achieving multiple purposes, for instance, exploring a content 
area, structure a domain, evaluate the construct validity, map unknown concepts, 
make inferences, illuminate causal nexuses, screen or transform data, define 
relations, test hypotheses, formulate theories, control variables, and classify or 
reduce data (Peters, 2002). Although prior purposes arc overlapping, this research 
will be using EFA for investigating relationships among survey statements that 
measures each variable. Pallant (2007) argues that the fundamental supposition of 
EFA is that there exists a number of unobserved factors, which present the 
correlations among different statements that measure a variable. In other words, 
EFA states that variables are determined by common correlated factors and 
uncorrelated factors. EFA determines these correlated factors and drop uncorrelatcd 
unique factors. 
Pallant (2007) claims that EFA includes a variety of different techniques, the 
famous techniques are the Common Factor Analysis and Principal Components 
Analysis. The two techniques have very similar in functioning, however the main 
difference between them is about interpreted variance: The former examines only 
the common variance of the observed variables while the latter investigates the total 
variance, both common and unique. 
Even though, the above techniques have shown the similar results, this research uses 
Principal Components Analysis for three reasons: Firstly, it is psychometrically 
sound and simpler mathematically (Stevens, 1996). Secondly, it is better in 
providing an empirical summary of data set (Tabachnick and Fidcll, 1996). Finally, 
it avoids some potential problems with "factor indeterminacy" associated with 
factor analysis (Stevens, 1996). 
Therefore, the main purposes for applying the CFA arc to check the reliability of 
data, and to reduce the number of scales statements and to determine dependent and 
independent variables, which, in turn, would help to evaluate the validity. CPA 
would be used in three steps as follows (Pallant, 2007): 
1- To assess the suitability of the data for CPA by using some specific 
statistical measures, namely Bartlett's test of sphericity which must be 
significant ( p< 0.05), and Kaiser-Mcycr-Olkin (KMO) that measures the 
sample adequacy (it should be greater than 0.60). 
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2- To extract variables that best presents the interrelation among the set of 
statements/items. 
3- To rotate the extracted variables. which do not change the underlying 
solution, rather helps in interpreting the results. 
7.2.1 Exploratory Factor Analysis for Dependent Variables 
Based on the two dimensions of financial and non financial measures, it was 
decided to separate the statements (2.1-2.30) into five groups. The first six items 
(2.1-2.6) attempt to determine the use of financial measures, statements (2.7-2.1 I) 
go to calculate the use of customer measures, the next seven statements (2.12- 2.18) 
try to measure the use of learning and innovation measures. while the Following 
seven statements (2.19- 2.25) try to determine the use of internal business measures. 
and the last five statements (2.26- 2.30) attempt to assess the use of' community 
measures. 
Tabachnick and Fidcll, (1996) and Pallant. (2007) argue that in order to check the 
suitability of the data for EFA, two tests should be applied. First test is Barlett's test 
of sphericity which must be significant (p<0.05) to be appropriate. The second is the 
KMO index that ranges from 0 to l, which suggested being up than 0.6 as the 
minimum value for good factor analysis. 
Table 7.1 KMO and Bartlett's fest of I)enendent \ ariawcs 
30 Statements that measure the 
dependent variables 
Kaiser-Mcvcr-Olkin (KMO) Measure ul' 
Sampling Adequacy'. 7 }ý 
Bartlett's Test of Approx. Chi- _ 
Sphericity Square 4572.210 
di, 435 
Sig. 
. 
000 
Table 7.1 shows the result of Barlett's test of sphericity and KMO measure of 
sampling adequacy for all statements which will shape the dependent variables. As 
shown in table 7.1, figures fulfil the essential conditions, the Bartlett's test of 
sphericity is significant (I' < 0.001), and the ISMO measure of sampling adequacy is 
acceptable (0.748). Therefore, it could he concluded that EFA is appropriate and 
suitable due to the data of this research regarding dependent variables is at 
acceptable levels. 
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Pallant, (2007) points out that there are two main criteria to determine the number of 
factors that represent the data, these options are available in SPSS package: Firstly, 
the SPSS provides an option to extract the number of principal components (factors) 
according to Eigen-value, which in the case of the correlation matrix amounts to 
identifying factors with variances more than one. So, only factors that have Eigen- 
value above one are considered. Secondly, choosing the default option that is to 
begin, researcher sets five components to be extracted (set number of factors to 5) 
which have an Eigen-value of more than one. This study selects the latter option due 
to the number of dependent factors which are already known. 
The results of EFA' identified five factors for performance measures "dependent 
variables". The following sections present the results of EFA for factors that have 
been used in this study. The following discussion will determine the extracted 
factors to be retained which represent the dependent variables. In addition, after 
determining the number of extracted factors, they will be rotated in order to assist 
interpreting them. Rotation does not change the underlying solution, it simply helps 
to provide further interpretation of the results. 
Principal Component Analysis identifies five factors with eigenvalucs greater than I 
and explains almost 65% of the variance. So, this five-factor model was considered 
the best demonstration of the data that each of performance measures' statements 
was grouped in one factor. Secondly, the component matrix result shows that most 
of the statements are grouped on the five factors. These factors are coded as follows: 
Factor 1 is Innovation and learning measures (INNOV), factor 2 is community 
measures (COMM), factor 3 is financial measures (FINAN), factor 4 is internal 
business measures (INTRBUS), and factor 5 is customer measures (CUSTOM). 
I To assess the exploratory factor analysis (EFA), five commonly used assumptions were followed (I lair ct al., 
1998; Field, 2000): Sampling adequacy (Kaiser-Me), er-Olkin-KMO measure greater than 0.5); the minimum 
eigen value for each factor to be one; considering the sample size, factor loading of . 40 
for each item was 
considered as the threshold for retaining items to ensure greater confidence; the determinant of the correlation 
matrix (more than 0.00001); varimax rotation was used since it is a good general approach that simplifies the 
interpretations of factors (Field, 2000, p. 449). Once the number of factors have been determined, the next step 
is to try to interpret them. Statistical Package for Social Sciences (SPSS) shows you, «hich variables clump 
together. From your understanding of the contents of variables (and underlying theory and past research), it is up 
to you to propose possible interpretations (Pallant, 2001, p. 154). 
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Table 7.2 Rotated Factor Matrix for Performance Measures (dependent Variables) 
Factors 
Performance measures' statements FI F2 F3 F4 F5 
I\\OV COMM FINAN I\ I HIIII (1 510 N 
2.1 Financial figurcs importance 707 
2.2 Financial targets achievement . 655 
2.3 Financial target and promotion . 511 
2.4 Financial ratios importance . 
704 
2.5 Financial figures and performance . 850 
2.6 Financial figures and information 
source . 
84S 
2.7 Customer reactions . 
814 
2.8 Customer complaints . 812 
2.9 Customer satisfaction . 
738 
2.10 Customer expectations . 
803 
2.11 Customer Loyalty . 345 
2.12 Acquiring modern IT . 848 
2.13 Create new idea . 573 
2.14 Monitoring competitors . 
824 
2.15 Identifying new market . 
840 
2.16 Benchmarking competitors . 
523 
2.17 Training courses for employees . 
426 
2.18 Updating databases . 838 
2.19 Employees" satisfaction . 625 
2.20 Delivery on time . 665 
2.21 Transactions reflect performance . 720 
2.22 Quality and performance . 615 
2.23 Turnover for employees . 735 
2.24 Teamwork and coordination for 
employees 
771 
2.25 Improving employees productivity . 
407 
2.26 Public responsibility . 932 
2.27 Perceive Public image and 
community involvement 
893 
2.28 Importance of community issues in 
measure performance . 
929 
2.29 Importance of communitmeasures . 
870 
2.30 Community rei. ulation. , 
873 
Eigen-value 7.235 5.348 3.327 2.014 1.648 
Percent of Variance 24.118 17.826 11.091 6.714 5.493 
Percent of Cumulative 24.118 41.944 53.035 59.749 65.242 
Extraction Metdod I'nncrpal (gym pownt : %naiNsis Rotation Method V; urm. r\ L. ri, cr N, mn. rli.., ri, ii 11rc number tit 
titctors to be determined by choosing the SI'SS system delimit option that is considers all factors with Ligen Values one or 
more 
Table 7.2 indicates the results of five factors solution, the factor loadings were 
considerable, ranging from 0.426 to . 0893. 
In addition. figures in the columns 
explain the correlations between statements and factors. Statements which have 
correlations with more than one factor, the rule is to include the statement with the 
factor that has the highest correlation. However, a few statements do not have 
correlation with factors, so they will be excluded for reliability and validity reasons. 
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In line with this statement no 2.11 in customer measures statements was excluded 
for that reason. The results of EFA in table 7.2 conclude that there are five factors 
that represent the dependent variables, these factors arc financial, customer, learning 
and innovation, internal business, and community measures. 
7.2.2 Exploratory Factors analysis for Independent Variables 
According to the dimensions of contingent factors, it was decided to separate their 
statements (4.1-4.28) into six groups. The first four statements (4.1-4.4) attempt to 
measure the severity of competition faced and its influence on performance 
measures, the next five statements (4.5-4.9) try to measure the organisational 
structure represented by centralisation and its impact on performance measures, the 
next five statements (4.10-4.14) aim to determine the adoption of modern 
managerial techniques namely the use of total quality management, then the 
following five statements (4.15-4.19) seek to assess oriented strategy, whereas the 
next five statements (4.20-4.24) are used to find the impact of environmental 
uncertainty on performance measures, and the last four statements (2.25-2.28) are 
employed to evaluate the effect of using advanced technology on the use of 
performance measures. In order to examine the appropriateness of data for using 
EFA, as mentioned early, Pallant, (2007) suggest two main test that should be used 
to check the suitability of data of EFA, namely: Barlett's test of sphericity, and 
KMO index. 
Table 7.3 shows the results for Barlett's test of sphericity and KMO index measure 
of sampling adequacy for independent variables' statements. As can be seen in the 
table the figures express the statements arc at an acceptable level, consequently, 
EFA is suitable to be utilized for determining the independent variables in this 
construct. 
To determine how many factors are extracted which represent independent 
variables, two options can be applied: extract the number of principal components 
(factors) according to Eigen-value, which in the case of the correlation matrix 
amounts to identifying factors with variances more than one. 
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Table 7.3 KMO and Bartlett's Test of liidcpn inlcnt \ ariahks 
the 
independent variables 
Kaiser-Mcycr-OIkin (KMO) Mcasurv ()I 
Sampling Adequacy. . 698 
Bartlett's Test of Approx. Chi- 2856.978 
Sphericity Square 
df 378 
Sig. 
. 000 
So, only factors that have Eigen-value above than one are considered, alternatively, 
choosing the default option that is to begin, the researcher sets five components to 
be extracted (set number of factors to 6) which are, of course, had FF. igen-value more 
than one (Pallant, 2007). Therefore, this study again selects to determine the number 
of factors due to the number of contingent factors "independent variables" were 
already known from previous studies in the field. 
The results of EFA categorize six variables that represent the contingent factors 
"independent variables". The following discussion will determine the extracted 
factors to be retained which represent the dependent variables. In addition. extracted 
factors will be rotated in order to assist interpreting them. The rotation for factors 
does not affect or change the underlying solution, but it just helps to provide further 
interpretation of the results. The leadings of FFA create six variables in a clear 
manner. These six factors are extracted as follows: the first factor is strategy 
(STRA). The use of total quality management techniques is the second factor 
(TQM) while the third factor represents the adoption of technology (T CI 1). 
Environmental uncertainty (EU) is shown as the fourth factor whereas the filth 
factor represents the organisational structure "centralisation" (('[Nit). Finally, the 
sixth factor is the level of competition (COMP). Furthermore, Principal Component 
Analysis identifies six factors with Ligen-value greater than one and accounts for 
almost 64% of the variance. This six-factor model were considered the best 
representation of the data in that different contingent factors' statements were 
loaded saliently only on one factor. 
Table 7.4 reveals the results of six factors solution, the factors loadings were 
substantial, ranging from 0.417 to 0.896. these figures show the correlations 
between statements and factors. Statements that have correlations with more fictors, 
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the rule is to comprise the statement with factor which has the largest correlation. 
On the other hand, some statements have been excluded as they do not shape 
correlation with factors. 
Table 7.4 Rotated Factor Matrix for Contingent Factors (Independent Variables) 
Fac tors 
Contingent factors' statements F'1 F2 1J FJ FS F6 
-- -- 
SIRS '_ _ ,t If (IIN ppa Ji < I.. rli i ((1,111 
4.1 C'otpetilio, n seýerit, 
4.2 Competition importance . 
856 
4.3 Price competition . 542 
4.4 Competition & non financial measures . 417 
4.5 Centralization importance . 
714 
4.6 Centralization & performance measures . 780 
4.7 
Centralization's effect on financial 
measures 
715 
4.8 Centralization & bank's goals . 604 
4.9 Centralization & non financial measures . 
511 
4.10 Rewarded Employees for quality . 608 
4.11 Improving quality of services . 795 
4.12 Benchmarking quality . 835 
4.13 Effectiveness of Employee teams . 784 
4.14 Participation of functions in process . 644 
4.15 Strategies importance . 
885 
4.16 Short and long term strategies . 865 
4.17 Strategies & financial plan . 896 
4.18 Strategies & non financial measures . 695 
4.19 Strategies' effects on innovation . 876 
4.20 EU & banking industry . 878 
4.21 EU & performance measures . 581 
4.22 EU & financial target . 545 
4.23 EU & non financial measures . 726 
4.24 EU & decision making . 816 
4.25 Technology importance 
. 753 
4.26 Technology update . 850 
4.27 Technology & performance measures . 690 
4.28 
Technology & non financial 
measures 
861 
Eigen-value 5.056 3.613 2.710 2.658 2.226 1.765 
Percent of Variance 18.058 12.90 9.678 9.493 7.949 6.305 
Percent of Cumulative 18.058 30.96 40.638 50.13 58.080 64.385 
Extraction Mctdod. Principal Comp rlcnl Analysis Ro18lion Method Varrnr. r\ h: u`rr ti nm. rli , rt m Ihr numhcr oI tdrlurs in he 
determined by choosing the SPSS sNstem delult 00,01) that is considers all ti tors %%rlh I. r cn values one or mote 
Table 7.5 summarises the EFA findings for dependent and independent variables. 
The results show that five dependent variables and six independent variables are 
extracted. This is in line with what was derived from the broader literature on 
226 
( '/1: 91'7TR SEI'1; 1\' ---------- AlenNu, ',, aril ; II k'/ Am/ I'ccrr". cntt ('rºrvc /u(icººt , Ittýrlý ýiý 
performance measurement techniques that indicate that these variables are 
associated with variation in the use of performance measures. Thus. EF A provided 
supported evidence for this choice and that these variables are of paramount 
importance to performance measures. In this research EFA is used to reduce the 
large number of statements that shape/build the performance measures categories 
(dependent variables) and contingent factors (independent variables). FFA could he 
applied for this purpose with the knowledge that the meaningful variation in the 
original data has not been lost. In addition, EFA helps in simplifying the vcry 
complicated and correlated nature of statements that form the variables in order to 
have a smaller number of unrelated factors that better fit in the correlation and 
regression analysis, in other words EFA is needed to transform data to meet the 
assumptions of other techniques such as correlation and regression analysis. 
Table 7.5 A Summary of FFA Results 
Variables 
No of 
statements 
No of 
Factors 
Percentage 
of variance 
Extracted factors 
Dependent 30 5 
irianclal inýaýurýý 
Customer measures 
riables statements Factors 
65% Learning and innovation measures 
va Internal measures 
Community measures 
Competition 
Centralisation 
Independent 28 6 
64% o Strategy 
variables statements Factors Total quality management technique 
Environmental uncertainty 
Technology 
Finally, it is worth noting here that one factor of independent variables. 
organisational size, will not be extracted from [: FA. This factor was identified by 
asking the respondents to state the approximate total of assets in their banks. The 
factor aims therefore to deal with as a categorical variable which is used as 
intervening variables to divide the sample themselves into small and large banks. 
7.3 Normality of Research Variables 
Table 7.6 presents the descriptive statistics for the research variables (dependent and 
independent) relating to the set of hypotheses to examine the relationship between 
the contingent variables and the use of financial and non financial measures. The 
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table includes the skewness2 and kurtosis'3 values to check fier normalitv` of each 
variable. Consistent with Hair et al. (2003). skewness values within the range of -I 
to +1 and kurtosis values within -3 to +3 indicate an acceptable range for normality 
whereas values falling outside the range of skewness and kurtosis indicate a 
substantial departure from a normal distribution. Results in tables 7.6 show that 
skewness and kurtosis values for all research variables fall in the acceptable ranges. 
So, it could be concluded that the data is approximately tract the normal distribution. 
Table (7.6) the normality for rescarch \ ariahks 
Research Variables 
Financial measures (I INAN) 
Skewness 
-I to +l 
I 
Kurtosis 
-3 to +3_ 
I) ) 
Customer measures (CUSTOM) . 194 -. 771 
Learning and innovation measures (INNOVM) -. 521 . 
792 
Internal business measures (INTER) . 301 . 964 
Community measures (COMM) -. 396 -. 584 
Competition (COMPIT) -. 811 -. 771 
Centralization (CENTR) . 536 . 637 
Total Quality Management (TQM) . 116 -. 969 
Strategy (STRA) . 411 . 513 
Environmental uncertainty (PEU) -. 128 . 845 
Technology (TECH) . 054 . 584 
7.4 Reliability And Validity 
The reliability of measurements' statements in the questionnaire is determined by 
applying the Cronhach Alpha Coefficient for internal consistency of' the scale 
(Pallant, 2007). Moreover, several conditions that previous research have been 
underlined regarding the use of reliability testing, which also conclude the 
acceptable level of Cronbach Alpha coefficient (Peters 2002). fier example, the 
number of response categories (e. g. 5-point scale) and the number of' items in the 
scale. Peters, (2002) and Pallant, (2007) find out that C'ronhach Alpha of an average 
between 0.50-. 070 is acceptable level for social research. Tables (7.7) and (7.8) 
show the results of ('ronbach Alpha coefficient test for dependent and independent 
2 
Skewness is a measure of symmetry of a distribution A positively skewed distribution has relatively fc%% large values and 
tails off to the right, and a negatively skewed distribution has relatively few small values and tails off to the left (Hair et al , 1998, p. 38) 
3 
Kurtosis is a measure of the peakedness or flatness of a distribution when compared with a normal distribution A positive 
value indicates a relatively peaked distribution, und a negative value indicates a relatively flat distribution (h air ct al, 1998 p 
37). 
4 
Normality refers to the degree to which the distribution of the sample data corresponds to a normal distribution Where 
normal distribution is a theoretical probability distribution in which the horizontal axis represents possible values of a variable 
and the vertical axis represents the probability of those values occurring The scores on the variable arc clusteredaround the 
mean in a symmetrical, unimodal pattern known as the bell-shaped or normal curve ([lair et al , 1998, p 38) 
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variables respectively. The reliability coefficient (Alpha) for dependent variables, as 
shown in the table 7.7, is ranging from 0.742 to 0.895. which arc within the 
acceptable level of reliability in social research. In addition. table 7.8 shows that the 
reliability coefficient (Alpha) for the independent variables constructs is ranging 
from 0.676 to 0.835, which show that the reliability is in the acceptable levels. 
Consequently, both the levels of reliability coefficients for the dependent and 
independent variables are within acceptable range for social research. 
Table (7.8) Cronhach Alpha coefficient for independent variables constructs 
Independent Variables' statements 
-- ------ -- ---- ------- --- --- Itcnis tier I ea, urin; L the LUnUpetition 
ýýronhach's 
Alpha 
. t, , 
N of 
Items 
Items for measuring the organisational structure . 
734 5 
Items for measuring TQM . 
835 5 
Items for measuring strategy . 810 
5 
Items for measuring environmental uncertainty . 
761 5 
Items for measuring technology . 
833 4 
With regards to the construct validity of measures, Brown. (2000) confirms that 
exploratory factors analysis (CFA) namely "Varimax rotation" could be used to 
assess the validity of statements, which has been already done in pervious sections 
(7.1.1 and 7.1.2). EFA determines five factors for performance measures with 
Eigen-value greater than one, together explaining 65% of' variation, whereas FFA 
creates six factors for contingent factors that may affect the use of performance 
measures with Eigen-value greater than one, together explaining 64% of the 
variation. In addition, results from principal component reflect that measures of 
constructs correlate more highly with their own statements than measures of other 
constructs being measured. According to I lair et al (1995) statements that have a 
Factor loading more than 0.4 ought to be retained. However. statements that have not 
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accomplished the reliability and validity conditions may be excluded from the 
analysis (Peters, 2002). Therefore, the research constructs arc valid. 
Therefore, this study's aim is to use the questionnaire effectively, questionnaire's 
statements have been clarified, simplified and restructured, simultaneously, there 
was a need to combine these statements to extract a limited number of factors which 
represent the research variables. To achieve this aim, EFA and reliability tests were 
applied. A few statements were cancelled due to the fact that they fail to accomplish 
the condition of these two tests, which are recommended by key statistical writers 
such as (Field, 2005; Sekaran, 2000; Bryman and Cramer, 2001; Pallant, 2007). 
Initially the scale began with 65 statements which proposed to obtain the attitudes 
and beliefs of the participants in Libyan banks. After that, the pilot of scale 
statements of questionnaire has been undertaken, in order to test the clarification, 
redundancy and simplification of the scale statements, as a result, 6 statements were 
deleted for these reasons. Next, the EFA and Cronbach Alpha tests were conducted 
to check the reliability and validity of the statements, consequently, one statement 
was cancelled. Furthermore, regarding external validity, Abernethy ct al, (1999) 
state that the use of triangulation (multiple method and/or multiple sources of data) 
in survey-based studies could provide several benefits for example: improve the 
study's generalisation, and support the interpretation of the findings. Consequently, 
semi-structured interviews were also conducted in this research to support another 
technique of further interpretations of the questionnaire results. 
7.5 Correlation Analysis 
As indicated, the fourth and fifth objectives of this study aim to examine several 
relationships among the importance of different performance measures as drivers for 
organisational success in long term and to evaluate the impact of selected contingent 
factors on the use of performance measures. 
In order to achieve these objectives and understand these relationships, Pearson 
correlation is used. This section attempts to explain these relationships, therefore the 
following discussion is divided into six sections, the first section aims to examine 
the relationships among the importance of different performance measures as 
drivers for organisational success in the long term, while the remaining subsections 
will discuss the relationship between each one of five types of performance 
230 
CHAPTER SEVEN ---------- Afcasurcttteitt Model And Pearson Correlation Attctl rxl r 
measures and each one of the contingent variables. h"lie statistical correlation 
analysis that has been undertaken to trace the association among variables is 
Pearson Coefficient correlation test. Each performance measure will be discussed 
separately, and then a summary of all the individual results will be made. 
7.5.1 The Pearson Correlation Analysis 
The Pearson correlation as a measure of association was applied in this research to 
assess associations among different performance measures, and to examine the 
relationships between independent and dependent variables. After considering the 
statistical tests employed in previous similar studies (see Abdel" Maksoud et al,. 
2005; Anderson et al, 2002; Gosselin, 1997) and the nature of the data used in this 
study, it was decided to conduct the Pearson correlation techniques to achieve some 
objectives. 
The Pearson correlation technique is extensively utilized as an approach to measure 
the direction and strength of association between two variables. The correlation 
technique that will be employed is the Pearson test. Weisberg ct al, (1995) argue 
that the Pearson correlation coefficient is a test for measuring the degree of 
closeness of the linear relationship between two variables. This test is a parametric 
test that measures three parts of information: Firstly, the direction of the relationship 
between two variables, which may take one of two directions: positive which means 
that the two variables are moving in the same direction or negative which means 
that the two variables are moving in the opposite direction. Secondly, the strength of 
relationship (r) between two variables that is the absolute number of the correlation. 
Thirdly, the statistical significance of each correlation (Sig), which makes it possible 
to examine whether the correlation should be accepted or not in the light of certain 
limits and the need for a confidence interval. Therefore, the next sections show the 
results of Pearson coefficient concerning the correlation of the importance of use 
different performance measures, in addition to the correlation of each dependent 
variable with the independent variables, separately, within small and large samples 
of the Libyan banks. 
7.5.1.1 Pearson Coefficient Correlation for Importance of different 
performance measures for long term organisational success 
Ittner, and Larcker, (2001) point out some limitations of previous studies regarding 
the use of non-financial performance measures (i. e. examine only one of many 
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potential non-financial value drivers. and ignore interactions with other potential 
value drivers). This may lead to misleading inferences if' performance measures arc 
highly correlated or if different performance measures value drivers complement or 
substitute. In addition, they provide evidence on these issues. which concludes that 
non-financial measures have a correlation with each other, suggesting that these 
performance categories may be complementary. 
In line with lttner. and Larcker's (2001) suggestions. this study asked respondents in 
the questionnaire (questions 3.1 A-3. I F) to rate the extent to which different 
performance measures categories are important drivers of their bank's long-term 
organizational success. The Pearson correlation was used to find out if different 
performance measures value drivers are complements or substitutes. 
Table 7.9 Pearson correlation between the Importance of different performance 
measures for long tern organisational success 
LLL 
Im11NAN Im(l `IOM ImINNOf I Im1Y1'RNI Sf Im( ()\I\1 f 
J 
I'i; u>ott 
ImFINAN correlation 
1.00 
Sig 
Pearson 0.179 1 00 
1mCl1STO, NI correlation . 
Sig 0.022 
Pearson 0.175 124 0 1 00 
ImINNO\' correlation . . 
Sig 0.025 0.114 
Pearson 0.570 0 135 0 039 1 00 
I niIN I RIDS correlation . . . 
Sig 0.000 0.087 0.617 
Pearson 
-0.063 -0 122 -0 058 -0 095 1 00 Im('O\I I correlation . . . . 
Sig 0.426 0.121 0.461 0.227 
ImFINAN= Importance of financial measures for lang leim organisational u ess. Im( I SIO\I Importance of 
customer measures for long term organisational . ur; r... Iml\NO\'-- Importance to Irarnrng . rod innovation 
measures for long term organisational success. ImIN I Ritt 5 Importance of Internal business measures for long 
term organisational success, Im('O\1 %I=- Ir riam " , I( m . rýýýlws for lo renn o« miiimal success 
Table (7.9) reveals the results of Pearson correlation test among diflcrcnt 
performance measures. As can he seen from the table 7.9 the results show that the 
scores given to different performance categories are correlated. 
The results indicate that the correlations among different performance measures 
categories are significant. For example. financial measures have a correlation with 
customer, learning and innovation, and internal business suggesting that these 
performance measures may be complementary to financial measures. 
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With regard to customer measures, they have insignificant positive correlation with 
learning and innovation measures and internal measures, which suggest that these 
measures are complementary to customer measures. There is also a correlation, as 
can be seen, between learning and innovation measures and internal measures, that 
is, these measures are complementary to each other. On the other hand, community 
measures are negative correlations, providing that there is evidence that community 
measures are perceived to be substitutes with the rest measures. 
7.5.1.2 Pearson Correlations Coefficient Between the use of Diverse 
Performance Measures and Contingent Factors 
In order to perform efficiently the Pearson correlation, the sample of Libyan banks 
has been categorised according to bank size which contains small and large bank 
samples. Thus, responses obtained from the two bank samples arc analyzed to find 
out any differences due to bank size to be identified. Mendenhall and Sincich, 
(1992) state that the correlation that can describe the strength of the relationship 
between two variables, which is a number between -1 and +1 (inclusive) that 
measures how closely a set of data points tends to cluster about the regression line. 
If the correlation coefficient is close to -1, then the variables have a strong positive 
relationship. It is close to +1, and then there exists a strong negative relationship. If 
it is near 0, then little or no relationship exists. Consequently, the following sections 
report the results of Pearson correlation coefficient of each dependent variable with 
the independent variables within two samples of Libyan banks. Moreover, although 
the results are discussed and explained after each test, further discussion and 
explanation will be provided in next sections of this chapter. I io«wcver, in order to 
avoid repetition, further explanation and discussion of some results will be ignore 
until the regression analysis is performed. 
A/ Pearson Correlation Coefficient with the Use of Financial Measures 
Table 7.10 presents the result of Pearson correlation between the use of financial 
measures in relation to competition, centralisation, total quality management, 
strategy, environmental uncertainty, and technology in both small and large banks. 
The results as shown in table 7.10 suggest that, in small banks sample, there arc 
significant positive correlation between the dependent variable (i. e. financial 
measures) and two independent variables, which w ere the use of total quality 
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management, and environmental uncertainty while competition, centralisation. 
strategy, and technology have positive correlation with financial measures. 
Table (7.10) The Pearson correlation between the ucc of 
financial measures and in(lcncndent ariahlc% 
SB LB 
Independent Variables Pearson Pearson 
Sig. 
c 
Sig. Correlation ( orrelation 
I 11.1. '11 11.111.; n 1, , wo ;o 
('FN'l R 0.267 0.141 u. 7.; o 0.034 
'I-QN1 0.803* 0.032 0.630* 0.049 
STRA 0.500 0.086 0.396 0.086 
P11 0.810* 0.031 0.497 0.069 
TF, ('1l 0.394 0.108 0.358 0.09 
Competition, ('F Nl R= Centralisation, 7'(1\1 1 "I'll yu, ilo 
management. S7'RA strategy. El' Environment al unccrtaint. \. 1I (II 
Technology. S13 small group hanks. LB- large group hanks. 
However, in large banks sample. two independent variables (centralisation, and total 
quality management) that have significant positive correlation with the use of 
financial measures whereas remaining independent variables (competition. strategy. 
technology, and environmental uncertainty) have positive correlations with financial 
measures. 
B/ Pearson Coefficient Correlation with the Use of Customer Measures 
The Pearson correlation concentrates on the relationships showed in the table 7.11 
of each of the matrices the dependent variable, which is customer measures, and 
other independent variables. Table 7.11 demonstrates the findings of' Pearson 
correlation between the use of customer measures in relation to independent 
variables. 
Table (7.11) The Pearson Correlation Bettseen the I'xc of 
Customer Measures and Inulcnendlcnt variables 
SB LB 
Independent Variables Pearson Pearson Sig. Sig. Correlation Correlation 
(O\IIII I u. l 18* 0.001 0. I82 n i171 
(1: N7'It 0.140 0.270 0.209 0.;, 2 
O11 0.358' 0.004 0.171 0.090 
sI RA 0.222 0.077 0.234" 0.0.15 
1111,11 0.251" 0.045 0.457" 0.000 
TECIII 0.249" 0.048 0.195" 0.05 
('O%1PIT- Competition. CENT R Centralisation, T %I total ilu. ilitý 
management. ti7 KA stra tegy. I": t' Fm. ironmcnt al uncertainty. ' I F. ('II 
Technology, SB= small rou banks, 1,13= tar c group bank'. 
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The results show that, in small banks sample, there is significant positive correlation 
between dependent variable and four independent variables, which arc competition. 
the use of total quality management, environmental uncertainty, and technology. 
whereas the rest of independent variables namely centralisation, and strategy have a 
weak insignificant correlation with the use of customer measures. 
On the other hand, correlations within large banks sample are different. As can he 
noted in table7. I I. there are significant positive correlations between dependent 
variable (the use of customer measures) and strategy. environmental uncertainty. 
and technology as independent variables, while remaining independent variables 
(competition, centralisation, and the use of total quality management. ) have a weak 
insignificant correlation with the dependent variables. 
C/ Pearson Coefficient Correlation with the Use of Learning and Innovation 
Measures 
The Pearson correlation concerns on the relationships among dependent variable, 
which are the learning and innovation measures, and independent variables. 
Table (7.12) The Pearson correlation beti%een the use of learning 
and innovation measures and in denendent variables 
SB LB 
Independent Variables Penrson Sig. Pearson Si 
--- -- ------- 
correlatio n correlntion 
c <ºýII II n I' 0 Hs 1I I' u 
('E \ IR 0.183 0.169 0.523* 0.036 
.I Vii 0.421 0.102 0.358* 0.000 
S, F11 A 0.354 0.1_1 8 0.790* 0.027 
PIll 0.438 0.099 0.548 0.061 
TFX'II 0.604 0.060 tl Sul 0.104 
('O 1P1"1 (bmrctition. ('F N 1'R Centralisation. I Q\I I o1a1 yu. tIU 
management. STR. \ strate gy. Eli= I. nvi mnment. il iiiao t. 11nt'. ' I'F('II 
I echnoIo g). SB small group banks. 1.11= large group hanks. 
Table (7.12) illustrates the results of the Pearson correlation between learning and 
innovation measures in relation to independent variables in small and large banks 
samples. On the other hand, in large banks sample, there are significant positive 
correlation between dependent variable and competition, centralisation, total quality 
management. and strategy as independent variables. while environmental 
uncertainty and technology have positive correlation with the dependent variable. 
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D/ Pearson Coefficient Correlation with the Ilse of Internal Iiusinc%% 
Measures 
The Pearson coefficient focuses on the relationships between dependent variable. 
which are the internal measures and the independent variables. Table 7.13 shows the 
internal measures and their correlation coefficient with contingent independent 
variables. The results of Pearson correlation, in small banks sample. indicate that 
there are significant positive correlations between dependent variable and 
competition, the use of total quality management. strategy. environmental 
uncertainty, and technology as independent variables. However. there is a weak 
insignificant positive correlation bet%\een internal measures and centralisation as 
independent variable. 
Table (7.13) The Pearson correlation between the , %c of 
internal business mcasur"e.: rnd 
SB I, B 
Independent Variables Pearson 
correlation 
Sig. g' 
correlation 
Si 
('O\IIII 1 11. +05' 11.11111 uu ;nn 
('LV FR 0.19-1 0.127 u. 0. 0.7., 4 
'TQN1 0.292* 0.019 0.165 0.102 
STRA 0.359* 0.004 0.243* 0.015 
PEI! 0.356* 0.007 0.216" 0.032 
'1'EA'Ii 0.003 0.234 0.121 
('0\11'17'- Competition, ('E11'R Centralisation. 'I'QSt Total qualit} 
management. STRA strategy. El' I: mironmcntal uncertainh, TF: (II 
Technology. SB small group hanks. 1,11 large group banks. 
However, with reference to large banks sample. table 7.13 shows that there are 
significant positive correlations with two independent variables (strategy, and 
environmental uncertainty) whereas a dependent variable has it wcak positive 
correlation with centralisation, the use of total quality management. and technology 
as independent variables, but insignificant negative correlation can he seen with 
competition. 
E/ Pearson Coefficient Correlation with the Use of ('ommunity Measures 
The Pearson correlation focused on the relationship presented in the table 7.14 of' 
each of the matrices of dependent variable, which are the community measures, and 
the independent variables. Table 7.14 presents results of Pearson correlations within 
small and large banks samples between community measures as dependent variable 
and competition, centralisation, total quality management. strategy, environmental 
uncertainty, and technology as independent variables. 
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Table (7.14) The Pearson correlation between the nqc of 
community ntcasurcc and indevendenl %: iº 
SB 
Independent 
Pearson Pearson Variables Sig. tiig. 
correlation correlation 
( ()ýIP1I (I.; 11- Iý UU u 1w% il uI 
R CEN 0.171* 0.076 0.760' 0.031 
_ 7'Qý1 0.438* 0.000 0.105 0.302 
STR: ý 0.251 0.046 0.469 0.074 
PI: I' 0.303 0.131 0.267' 0.008 
I'I'll 
I 
0.446' 0.025 0.268' 0.007 
('O\1 P1"1' Competition. ('F\ I R- Centralisation. I (j»1 I4)tal yu, llltý 
management. S'I'R: A - strategy. El' = Environ mental unrcrtaints. 1 F('II 
'Iechnolo y. S13 small group banks. 113= large group banks. 
The results show that in small banks, that there are significant positive correlations 
between the dependent variable and all independent variable except environmental 
uncertainty which is slightly related to dependent variable. 
With regard to large banks, the significant positive correlations can be found 
between the dependent variable and centralisation, environmental uncertainty, and 
technology as independent variables, while competition and strategy have positive 
correlation with the use of community measures, however, the use of total quality 
management as independent variable has a weak correlation with dependent 
variable. 
7.6 Further Discussion For Pearson Correlation Analysis 
As mentioned in previous sections, the Pearson correlation analysis was divided into 
five categories according to the correlations between performance measures with the 
independent variables for small and large banks samples. 'f'able 7.15 presents a 
summary of the findings of the Pearson correlation anaksik. 
Regarding the small banks sample, using financial perlornnancc 11Iea41rr' ýý 0ne 
dependent variable and each of the contingent variables in Pearson correlation tests 
reveal significant positive relationship between the use of financial performance 
measures and each of the following contingent variables: the use of total quality 
management. environmental uncertainty, and technology at least at the 5% level of 
significance. Ilowever, insignificant positive correlation can be noted between the 
use of financial performance measures and competition, centralisation, and strategy. 
One the other hand, in the large banks sample, there are significant positive 
correlations between the use of financial measures and centralisation, the use of'total 
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quality management, environmental uncertainty, and technology as independent 
variables. however, this is not always the case, the correlations between 
competition and strategy with the use of financial measures are insignificant 
positive. 
Employing customer measures as one variable, in small banks sample, and each of' 
the contingent variables in Pearson correlation tests revealed a significant positive 
relationship between the use of customer measures and each of the Following 
contingent variables: competition, the use of total management, environmental 
uncertainty, and technology at least at the 5% level of significance. Ilowever. 
relationships are insignificant positive between the use of customer measures and 
centralisation, and strategy. With regard to the large banks sample. there are 
significant positive relationship between the use of customer measures and strategy. 
environmental certainty, and technology. Rut the relationships between customer 
measures with competition, centralisation, and the use of total quality management 
were insignificant positive. 
Table (7.1 1) A summary of Pearson coefficient correlation analysis 
Size of bank Dependent and 
independent SB 1.13 
variables CO%IPrr (ENTR TQ%t STRA PEI' TECH ('ONºfT (f. \11l I4I'I 'INA PEI' 1i(11 
FINAN (1) + + +* + +* +* + +* +* + +* 
CUSOM(2) +* + +* + +* +* + + + +* +* 
INNOV 3 + + + + + + +* +* +* +* + 
INTRN 4 +* + +* +* +* +* + + *+ +* 
COMM 5) +*+ +* +* + +* + +* ++ +* + 
FINAN = the use of financial measures. ('1'SO 1= the use o( customer measure.. I\\(lV - the use oI Iearniti , I"" 
innovation nicasures, IIN"1"IZ1i = the use of' internal husMess process. ('(NIMM - the use of k ommllnits tttr, ltiutc%, ('MIN I 
competition, CKN7"R=- Centralisation. 'f(, ß\1- Total quality management, Si KA . trateg), PI i: I mironmcntal 
uncertainty, TIE('Il- 'Iechnulugy, tits small group batiks. 1.11 large group banks. * significant intlurnce/cllect. 
positive correlation, and - insignificant influence/cll'ect 
Pearson correlation tests, in small banks sample, for using learning and innovation 
measures as dependent variable with each of the contingent variables reveal 
insignificant positive relationships between the use of' learning and innovation 
measures and all contingent variables: competition, centralisation, the use of' total 
quality management, strategy, environmental uncertainty, and technology at least at 
the 5% level of significance. Ilowever, in the large banks sample, there arc 
significant positive association between the use of learning and innovation measures 
and competition, centralisation, the use of total quality management, and strategy, 
238 
CHAPTER SEVEN ---------- Afeasurement Alodel And Pearson Correlation A,: a1 s/s 
however, only positive correlation may be seen with environmental uncertainty and 
technology. 
The results of Pearson correlation tests between using internal measures in the small 
banks sample with each of the contingent variables showing that there arc 
significant positive relationships between the use of internal measure and 
competition, the use of total quality management, strategy, environmental 
uncertainty, and technology at the 5% level of significance. However, the 
relationship is positive with centralisation. On the other hand, Pearson correlation 
tests for using internal measures with each of the contingent variables in the large 
banks sample produced different results. There are significant positive relationships 
between the use of internal measures and strategy, and environmental uncertainty at 
the 5% level of significance, in addition to this the relationships are insignificant 
and positive with centralisation, the use of total quality management, and 
technology. However, insignificant negative relationships could be noted between 
the use of learning and innovation and competition. 
Similarly, the findings derived from examining the Pearson correlations between the 
use of community measures and each of the contingent variables in the small banks 
sample show significant positive relationships between these measures and 
competition, the use of total quality management, strategy, and technology at the 5% 
level of significance. However, there is an insignificant positive relationship with 
centralisation, environmental uncertainty. In case of the large banks sample the 
Pearson correlation test show that there are insignificant positive relationships 
between the use of community measures and competition, the use of total quality 
management, and strategy whereas centralisation, environmental uncertainty, and 
technology have significant positive relationships with the use of community 
measures. The Pearson correlation test can be a valuable instrument, however it 
generates no insight on illustrative control of variables. Therefore, after performing 
the Pearson correlation analysis, which explains the relationships between 
dependent and independent variables, the multiple regression tests will be 
accomplished to determine the significant level of these relationships. So, the next 
chapter will discuss the regression analysis of the banks samples. 
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7.7 Summary 
This chapter discussed and justified the main steps of data analysis. The Sl'SS 
package is used to analyse the data and reveal the complicated nature of the 
relationship between the dependent and independent variables. Data is classified as 
interval data because research variables arc measured using a 5-point Likert scale, 
except the organisational size variable, which is a categorical intervening variable 
that divide banks into small and large size according to their total of assets. 
This chapter also utilized skewness and kurtosis for testing the normality of data. 
Also the Cronbach Alpha coefficient for internal consistency is applied to enhance 
reliability of dependent and independent variables. In addition, the EPA was used to 
confirm the construct validity of measures. Furthermore, in order to aggregate the 
large number of statements used in the survey into few meaningful factors, EPA was 
carried out. Results from EFA reveal that there are five dependent variables namely: 
financial; customer; learning and innovation; internal; and community measures 
whereas six independent variables arc determined from EPA namely: competition, 
centralisation, the use of total quality management, strategy, environmental 
uncertainty, and technology. Moreover, organisational size is considered as the 
intervening variables in this study. Respondents believed that all variables 
accounted for most of the variation in dependent and independent variables. In order 
to apply Pearson correlation analysis respondents arc classified according to 
organisational size, namely, small and large banks samples. Almost all correlations 
are positive between dependent variables and independent variables at the 5% level 
of significance at least within two size categories. These results indicate that these 
independent variables are critical and have great importance when designing and 
using different performance measures. 
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8.1 Introduction 
This study has so far examined the effect of each individual explanatory variable on 
the use of each performance measures within the Libyan batiks. This chapter will 
extend the analysis in order to answer the following questions: what is the joint 
influence of these contingent variables on the use of performance measures? What 
are the variables which best explain variations in the use of different performance 
measures? To confirm the results reported in previous chapter Multiple Regression 
Analysis will be employed to achieve these objectives, Ezzamcl and Hart (1987) 
suggest that a set of contingency factors taken jointly is likely to be more powerful 
in explaining variations in organisational structures than a single contingency factor 
approach. Using multiple regression analysis is to investigate the effect of several 
independent variables simultaneously on a dependent variable, besides examination 
of the collective impact of such variables, and determination of which independent 
variables best explain variations in the dependent variable. Therefore, multiple 
regression analysis provides balanced results on the joint contributions made by 
selected explanatory variables and assists understanding of the variability in the 
value of the dependent variable. 
8.2 The Motivations for Using Multiple Regression 
Jaccard et al. (1990), and Rice, (1995) state that regression analysis reveals how 
variation in one variable connects to variation in another variable, and what is the 
form of the relation between the variables. In other words, regression analysis 
indicates the contribution of each variable in the set of independent variables on the 
change in the dependent variable. The result from the regression describes the 
variation in the dependent variable led to one unit change in the independent 
variable. Therefore, this study has decided to use the regression model for two 
reasons: 1) Hair et al., (2003) state that multiple regression analysis is a multivariate 
statistical technique which looks at the association between a single dependent 
variable with a number of independent variables at the same time. 2) Patton and 
Zclenka, (1997) argue that the use of regression analysis may avoid or may reduce 
the possibility of exaggerating explanatory power for a set of independent variables 
which might arise from performing a series of correlation analyses. 
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8.3 The Regression Model 
As discussed in previous sections. the dependent variable ik the u`r (it ditleich t 
performance measures whereas the independent variables are competition. 
centralisation, the use of total quality management, strategy, environmental 
uncertainty, and technology. Table 8.1 shows the independent variables included in 
the regression model, description, regression coefficient (Iii). code names, and 
expected signs in the regression analysis. 
Table 8.1: List of independent variables, their code names and expected signs 
in the retression model 
Regression 
Coefficient 
Independent Variables 
Code name in 
the Regression 
Expected 
Signs 
(3 i Xi= Competition (()\lP11, + 
02 Xi= Centralization (F: ` 114 + 
ß3 X3= Total quality management 'I-Q'1 +1- 
ß4 Xa= Strategy ti I RA +/- 
ß5 X5= Environmental uncertainty PEIL 
06 X6= Technology TECH +/- 
Therefore, the regression equation can be presented as fellows: 
r ----------------------------------------- ------- -------""----"---....... -..., 
i Y=#o+fii11i+fi2X2i+11JX3i+fJ4. t4i+11cXji+fJ 6i+ F"1 
Where: 
Y= is the dependent variable (performance measures) 
Xi = is the independent variable (contingent factors) 
(3o=is the intercept on the Y axis. It is constant number in equation. By default, the 
regression model includes this constant term, which is brand in the output results 01' 
the SPSS. 
Br = the slope of the regression model. 
&= the residual (error term). 
8.3.1 Muiticollinearity 
It is strongly recommended that multicollincarit\ problem should be c. \amiincd 
before conducting the regression analysis (See, Firth, 1996: Laitinen. 2001). I lair et 
at., (2003), and Field. (2005) argue that multicollinearity problem takes place when 
two or more independent variables have significant correlation with each other in 
the regression model. This problem leads to the power of regression model to 
determine the contribution of each independent variable in expectation of' dependent 
variable will be minirnised. 
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To check whether or not multicollinearity problem exists in the regression analysis, 
the majority of previous studies and the statistical literature have employed main 
three solutions: Firstly, Firth, (1996) and Laitinen, (2001) and other authors 
recommend that in order to observe the multicollinearity problem before conducting 
regression analysis, the researcher should calculate the value of the Variance 
Inflation Factor (VIF), which indicates the strength of the correlation among 
independent variables included in the regression analysis. Firth, (1996), Laitincn, 
(2001) and Field, (2005) conclude that a value of 10 or above for VIF suggests the 
existence of the multicollinearity problem. Secondly, Field, (2005) points out that 
Tolerance is another test used to identify the multicollincarity problem, which is 
connected to the VIF, a value below 0.2 indicates that multicollincarity exists. 
In this study two mentioned tes$s are employed to rind out whether a 
multicollinearity problem was in attendance or not. The results of VIF, and 
Tolerance statistics (see the following tables 7.15 - 7.18 regarding the regression 
analysis) indicate that a multicollincarity problem was not present in this study. 
Consequently, it could be concluded that it is appropriate to include all independent 
variables in on regression model. 
8.3.2 Important Statistical Denotations In The Regression Analysis 
The following sections illustrate the findings of the final models for multiple 
regression analysis. These results include the following important statistics: 
- Multiple R measures the impact of set of independent variables on the 
dependent variable (Field, 2003). 
-R Square shows the percentage of variation in dependent variable that caused 
by the variation of set of independent variables (Field, 2005). 
-ß is standard, which predicts the amount and direction of variation in 
dependent variable due to an unit change in independent variables. 1I, (32, 
(13.... etc are standards for estimate regression model. 
- Beta is a way to classify the independent variables according to the cffcct of 
each one of them on dependent variable. Betas arc attempted to make the 
regression model more comparable. 
- t-value provides significant of each independent variable individually to be 
significant "t-value" should be <. 05. 
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- F-value shows the model's fit or the significance of the whole model (if"l'- 
value" less than 0.05, so the regression is significant otherwise if "f'-value" 
more than 0.05, so it is insignificant). 
- Variance Inflation Factor (VIF) indicates the strength of the relationships 
among the independent variables in the regression model. (this relationship is 
considered as acceptable If VIP-value less than 10) 
- Tolerance statistic indicates whether there is a multicollinearity problem or 
not. (if tolerance-value is 0.2 or less, so there is relationship among 
independent variables or multicollincarity problem, which is unacceptable and 
vice versa). 
8.3.3 Multiple Regression Analysis Results 
The results of correlation tests regarding the relationships between the use of 
performance measures, individually, and each independent variables in both small 
and large banks samples, show a variety of relationships, however, multiple 
regression tests provide an estimation of the re: ationships between variables to fit an 
explanatory model. 
The use of the regression analysis allows this study to determine the contribution of 
each independent variable separately and whether its contribution is significant or 
not in explaining the variation in the dependent variable. As mentioned early, 
performance measures included in the regression analysis are financial measures, 
customer measures, learning and innovation measures; internal measures; and 
community measures. The following subsections report the results of regression 
analysis for each performance measures mentioned above against all the 
independent variables. A discussion and explanation of the findings will be 
presented in the following sub-sections: 
8.3.3.1 Regression Analysis Results of The Variation in The Use of 
Financial Measures (Model 1) 
The first model presents the use of financial measures as a dependent variable and 
all the contingent factors as independent variables in one model (model 1) within 
small and large banks samples. Table 8.2 summarize the regression results for small 
and large banks samples. Relating to the small banks sample, The F-value of 3.298 
and its significant value of 0.007 presented in table 8.2 indicate that this model is a 
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significant model with an explanatory power (adjusted R2) of 0.180 in explaining 
the variation in the dependent variable. The table shows also that the individual 
effect of independent variables can be significant only with the use of total quality 
management (p=0.035) at least at the 5% significance level, but the rest of the 
variables are not significant. The regression model equation for small banks sample 
can be expressed as: 
FINANsB = -0.044+ 0.180 CO, 3MPT + 0.007 CENTR + 0.343 TQ, 1I + 0.145 STRA- 0.233 
PEU- 0.057TECII 
While large banks sample, it seems has the same direction as shown in table 8.2, the 
regression model is significant (F = 2.402, p= 0.033) with an explanatory power 
(adjusted R2) of 0.079 in explaining the variation in the dependent variable. In 
addition, individually, two explanatory variables, namely, environmental uncertainty 
(p= 0.021) and technology (p= . 038) were found to contribute significantly in the 
model. However, the remaining variables do not individually affect the dependent 
variable. The regression model equation for large banks sample can be expressed as: 
FINAN LB = 0.080+ 0.04 COMPT - 0.024 CENTR + 0.061 TQJI -0.083 STRA+ 0.209 
PEU +0.211 TECH 
Finally, multicollinearity statistics, the VIF values and TOL statistics revealed in 
table 8.2, present evidence that the multicollincarity problem did not exist among 
the independent variables in this model. 
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8.3.3.2 Regression Analysis Results of The Variation in The use of 
Customer Measures (Model 2) 
The second model shows the use of customer measures as a dependent variable and 
all the contingency factors as independent variables in one model (model 2) in small 
and large banks samples. Table 8.3 shows the regression analysis findings 
concerning the relation between the use of customer measures and independent 
variables within small and large banks samples. As can be seen from the table, in the 
small banks sample, the regression model is significant (sig. of 1F = 0.001) with an 
explanatory power (adjusted R2) of 0.241 in explaining the variation in the 
dependent variable. In addition, only two independent variables (competition and 
technology) that have individually significant effects of the use of customer 
measures at least at the 5% significance level, however, the rest of the independent 
variables are insignificant to the dependent variable. The regression model equation 
can be expressed as: 
CUSTOM SB = -0.072+ 0.299 COMMPT + 0.071 CENTR + 0.172 TQ. 1! + 0.101 STILL + 
0.236 PEU - 0.269 TECH 
Regarding large banks sample, table 8.3 shows that the whole model is significant 
(Sig. = 0.000) with an explanatory power (adjusted R2) of 0.221 in explaining the 
variation in the dependent variable. In addition, only one independent variable 
(environmental uncertainty) has an individual significant (0.000) effect on the 
dependent variable at least at the 5% significance level. Otherwise, the rest of the 
independent variables are insignificant. The equation of regression is: 
CUSTOM LB = 0.020+ 0.130 COMPT - 0.052 CENTR + 0.129 TQ. 1I - 0.065 STRII + 0.393 
PEU + 0.088 TECII 
Table 8.3 indicates that there is no multicollincarity problem due to the results 
reveal the acceptable range for VIF values and TOL statistics. 
0 
48 
fi 
04 
n 
ý. 
`. 
1 
'ý.. 
V, 
v 
L 
0 
v, 
CC 
E 
I 
E 
© 
a- 
L 
GG 
_C 
l:. 
z 
v. 
r. 
CC 
C 
:C 
C 
C 
v 
v 
L 
OL 
I 
L 
I- 
C 
E 
E 
v, 
M 
9C 
. :Q 
F"' 
OO 
OO 
M 
ýD 
Oý 
ON 
O 
00 
1ý 
N 
.ý 
M E 
> O O --ý O O W 
Z f 
Q N -. M N N 00 
Qý Qý 00 Qý Oý 00 
N Qý O Oý M K ýD + ,. N M N Vi ýD p M 
m ý--ý ýQ N N M O 
W 
0. 
v 
'`' 
kn N N 00 ýO I r 
tn 00 N r- - r- ö ö ö ö vý O 
CC 
*0 pý fn 
ýD 
`S 
pý 00 
ýc 
[ý Cl 
M ýý rl 
0 
J FYy ý ý " 
_ 
p C' 0 ý 
:C 
m N 
O 
M 
M 
N 
^" O M 
0 0 
O F" ._ 
ýF r 
C r 
Q M 00 
O 
en 
N 
1.0 
Oý 
Q 
M 
C4 
O 
r- 
+ 
, O-r O 
F 
, 
w 
p V N 
N 
kri 
N 
= ýo t 
ý 
NN 
In 
or, 
U 
N 
i 
- 
"C r 'D OO C' 00 
^ 
pA O o 
M 
". 
ýT ýO N `0 
. 1 
j c 
vý ýo ö 
o 
kn 
N 
N 
N 
-t 
o, 
o ö O 
, 
m . 
O 
14 
M 
- 'r 
N 
to 
M 
en ^ U 
u 
V) In M N Q, M , ^ , 
ý 
00 
N ýz 00 
Ö 
pip lqv 
O O Ö O -7 C = 
I- 
ýn o , r, . o ýa .., 
+ 
- 1 ýO 
r r 
ýO 
ýn 
cri 
aý 
1ý 
00 
ýn 
1 
II 
S 
" 
te; 
N O -- O --ý N 
c ti 
pa F aý N- N O M `a U %- O 
L 
W, rA 04 
NO 
-r 6ý - ' - 
- y CID O ) - Ou 
c 
z 
, r I r = n -0 w C > 0 " = °- : - & 
M E O 
w F" vý Q. c di -v Eoc > o U ý ci: fJ. v 
U Q a: 
-mx Fh 
äL 
O- 
v 
Oý 
ýi 
CHAPTER EIGHT -------------------------------------The Alulliple 1kgrexcicus fl iuah'. vir 
8.3.3.3 Regression Analysis Results of The Variation in The use of 
Learning and Innovation Measures (Model 3) 
The third model shows the association between the use of learning and innovation 
measures as a dependent variable and all the contingent factors as independent 
variables (model 3). Table (8.4) summarizes the regression results for small and 
large banks samples. As can be seen from table 8.4, in small banks sample, the F- 
ratio was found insignificant (p= 0.475) for the regression model. Furthermore, 
individually, all independent variables have insignificant influence on the use of 
learning and innovation measures. The regression model equation can be expressed 
as: 
INNOV Se = 0.217+ 0.141 COAIPT + 0.166 CENTR -0.205 TQJ1- 0.069 STRet -0.086'1 
PEU + 0.010 TECH I 
On the other hand, the regression model for large banks sample was highly 
significant (p= 0.002) with an explanatory power (adjusted R2) of 0.142 in 
explaining the variation in the dependent variable. The model indicates that 
independent variables with an explanatory power of 0.142 in explaining the 
variation in the dependent variable. The following independent variables explained 
14.2% of the variation in the use of learning and innovation measures in large banks 
sample. 
In addition, the results in Table 8.4 show that two explanatory variables were 
identified by the model as significantly associated with the use of learning and 
innovation measures at least at the 5% significance level. These variables were the 
use of total quality management (p= 0.000), and technology (p=0.036). These 
explanatory variables were the only two factors that had individually a significant 
association with and influence on the use of learning and innovation measures. hic 
equation of regression is: 
INNOV to = -0.198+ 0.0.083 COA1PT - 0.012ýCENTR - 0.476 TQM + 0.149 STR, t + 0.029 
PEU + 0.224 TECH 
Multicollinearity statistics, the VIF values and TOL statistics, reveal no 
multicollinearity problem existed among the independent variables in this regression 
model. These statistics are shown in table 8.4 below. 
250 
Z- 
L 
10 
c 
oA 
L 
CD 
v 
CC 
Lp, 
ý 
dr 
L 
to 
L: 
0 
E 
E 
oc 
1 00 "O 0 1 00 N M E 
9 0 - o o "ý w , 
x f 
O N ý! M !V r 00 _ Qý Qý 00 Qý Oý 00 
v 'J 
f 
L oo c, - 
- 
Q, - 1 T I 
cl) O ý7 Qý 0 
N Ö mJ - 
. "-1 ýn N ýn r ý pý `7 Oý -I" 'n O N p 
a ý-. ... Cý r 1 
N O, = In §A N M 
O O O O M Q 
N In O 
M 
^j 
4 C 
CC 
br - 00 
O 
- 
in 
'O - Oý N 
N 
- 
E"' 
f/: 
p O 1 i - O N t 
+ E 
00 M N ýO Oý Qý `. r c 
R 
"ý 
i 
O O 
1 
rt . 
ý-i 
O N Qý 
T 
.a 
M Ö 
M 
00 
O 
M 
N 
ýD 
Oý 
ýID 
M 
N 
O 
r 
M ýD - p . "r a 
tj, 
" , 
W 
ö N N Io r ir, U r In 
N 
O 
"O 
In 
00 
r Vi 
00 N r. 
C 
T J 
i N N 00 Qý ý7 00 M 
E" r 
cý O V7 e ým - M A.. ., - (A O M .1 - In V7 ON ý 
C O ýO OC C' ýn ýC _ 
Cý O Qý . -+ Qý M r O cS 
t/) M O O 00 Qý 7 U 
14 M M © " 
Ö O Ö O O O _- 
in 
r rr ýr `ý i + "'- 
N M - Z 
F+i 
g 
c 
N 
N 
O Q p O 
1 
II 
> 2J 
O _ J 
rl 
V% ' Q 
I) 
L 
:J 
e 00 . 
1 
O C 
.. r 
CL I. r 
CSI 
1. }"1 L Cn O Qi 1ý'1 
d ti, 
Id l 
. 
C. ý t ý :J 
a w 
ý 
.ý ý cý ý 
ö ö -h ý ea a C U Cl) 
ý 3 Cl) ý -Z5 
? ' 'v; E= 
U cY rs. ýn 
E 'v 4! ,.. 
Q L 
G y . 
1.1 Z, Vr 
ý, I G 
N 
CHAPTER EIGHT ------------------------------------"T The Multiple Ittýý, ºrýº. ý. Cl(1i! iiiu: 
I{'. ý1. ý 
8.3.3.4 Regression Analysis Results of The Variation in The use of 
Internal Measures (Model 4) 
In the fourth model, the dependent variables are internal measures and all the 
contingency factors are independent variables (model 4) in small and large banks 
samples. Table (8.5) summarizes the regression results for small and large banks 
samples. With reference to small banks sample, the table 8.5 indicates that the 
model was highly significant (p= 000), with an explanatory power (adjusted R2) of 
0.355 in explaining the variation in the dependent variable. In addition, three 
explanatory variables, namely, competition, strategy, and technology were found to 
contribute significantly in the model with p"values 0.024,0.010, and 0.000 
respectively, these three independent variables and the dependent variable was 
positive. The regression model equation can be expressed as: 
INTERN ss = 0.116 + 0.303 COMIPT + 0.194 CENTR + 0.007TQ, 11 + 0.302 STRbt -0.119 
PEU - 441 TECh 
Simultaneously, as shown in table 8.4 the model of the regression for large banks 
sample presents F-value is significant of 0.011, and the adjusted R2 of 0.107 shows 
the explanatory power of this model in explaining the variation in the dependent 
variable. Individually, three explanatory variables, as can be seen from the table, arc 
a significant association with the dependent variable, which arc the use of total 
quality management (p=0.028), strategy (0.003), and environmental uncertainty 
(0.039), these variables show a positive association with the dependent variable. 
The equation of regression is: 
INTER LB = -0.162 - 0.003 CO, %IPT + 0.060 CENTR - 0.216 TQ. 11 + 0.238 STRA - 0181 
PEU- 0.039 TECII 
In this model there is no multicollinearity problem, as shown in table 8.5, the VIF 
values and TOL statistics are in acceptable ranges. 
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8.3.3.5 Regression Analysis Results of The Variation in The use of 
Community Measures (Model 5) 
The final model presents community measures as the dependent variable and all the 
contingency factors as independent variables (model 5). Table (8.6) summarizes the 
regression results for small and large banks samples. Regarding the small banks 
sample, it could be seen from table 8.5 that the whole model is insignificant (sig. 
0.758, which is P>. 05). Moreover, it could not be noted that significant individual 
effect of contingency factors (independent variables) to dependent variable. The 
equation of regression is: 
COMM sB = 0.183+ 0.069 COMPT + 0.152 CENTR + 0.082 T(, ), 11 + 0.064 S TRII + 
0.011PEU- 0.137TECH 
In respect to large banks sample, the same direction can be noted, where the whole 
model is insignificant (Sig. = 0.755), in addition to this all independent variables arc 
found to be insignificant to the dependent variable. From the above table, the 
regression model equations for large banks samples can be expressed as follows: 
COMM LB =- 0.169 +. 083 COMPT +, 003 CENTR - 0.126 Tß, 11 + 0.119 STRA +i752-1 
PEU+0.116 TECH 
Furthermore, table 8.6 also indicates the VIF values and TOL statistics. The results 
suggest the multicollinearity problem does not exist among the independent 
variables in this model. 
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8.4 Further Discussion for Regression Analysis 
The results reported in regression' analysis shows various explanatory powers for 
independent variables to explain the variation in each dependent variable. Table 8.7 
summarizes the regression analysis findings. The regression analysis reveals that the 
whole model in small banks sample, namely the regression models 1; 2; 4 were 
highly significant at the 0.05 level of significance, the explanatory powers (adjusted 
R2) of these models were 18% for model 1,24.1% for model 2, and 35.5% for 
model 4. However, models 3; 5 were insignificant. That means the contingency 
factors jointly have effect on the uses of financial, customer, and internal measures, 
on the other hand, they have no impact on the uses of learning and innovation; and 
community measures. In respect to separate impact of independent variables on the 
use of different performance measures, competition is significant in explaining the 
variance in the use of customer (model 2) and internal measures (model 4). 
Otherwise, the explanatory factor -competition- is insignificant in explaining the 
variance in the use of financial (model 1); learning and innovation (model 3); and 
community (model5) measures. In addition, the use of total quality management is 
significant in explaining the variance in the use of financial (model 1) measures, 
also strategy is significant in explaining the variance in the use of internal (model 3) 
measures while technology factor is significant in explaining the variance in the use 
of customer (model 2) and internal (model 4) performance measures. I iowcvcr, the 
analysis indicates that centralization and environmental uncertainty are insignificant 
in explaining the variance in the use of performance measures at all models 1-5. 
As for large banks sample, table 8.7 summarizes the whole regression models and 
the individual effects of independent variables of the use of different performance 
measures results. Furthermore, table shows that the whole regression models 1; 2; 3; 
4 were significant with the explanatory powers (adjusted R2) of four models arc 8% 
for model 1,22.1% for model 2,14.2% for model 3, and 10.7% for model 4. The 
low explanatory power (adjusted R2) of models suggests other explanatory factors 
are not or are slightly involved in explaining the variation in using different 
performance measures. It is normal to have such a low (adjusted R2) in regression 
analysis (see, for example, Abdel"Maksoud ct al, 2005). Conversely the regression 
model 5 was insignificant. Therefore, it could be concluded that the independent 
variables together are influencing the uses of financial, customer, learning and 
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innovation, and internal measures, on the other hand, they have no impact on the use 
of community measures. 
Table 8.7: A summary , of regression analysis 
findings 
of hunk 
Regression SB 
Models 
('O. 1PIT CENTR TQM STRA PH TE('n of 
p 
('O%IPrl CF.? WM 1()%l %I H( /Ct' T/CH of F 
FINAN (1) -- 'r` --- '/` ----* 
ýk 
CUSOM(2) 
INNOV(3) --------- 'f` -- 'fr '4 
INTRN(4) 
COMM(5) -------------- 
Y=ßO+ß1COMPT+ß2CENTR+ ß3TQM+ß4STRA+ß5PEU+ß6TI('II+e 
('O\1PIT= Competition, CEN'l'R= Centralisation. TQ\1- l'otal quality management. SI K %tratcgy. 1'1 I. I n%it nlnrnt. Il 
uncertainty, TECH= Technology. 513= small group banks. 1.13= large group banks. 
* 
. igniftcant influence/ell ct. - 
insignificant influence/effect 
In addition, the individual effect of independent variables on the dependent 
variables, table 8.7 denotes that only environmental uncertainty and technology 
variables are significant in explaining the variance in the use of financial measures 
(model 1). Environmental uncertainty is significant in explaining the variance in the 
use of customer measures (model 2), whereas total quality management and 
technology variables are significant in explaining the variance in the use of learning 
and innovation measures (model 3). Likewise, the use of total quality management 
and strategy are significant in explaining the variance in the use of internal measures 
(model 4). On the other hand, all independent variables, individually. are not 
significant in explaining the variance in the use of community measures (model 5). 
8.5 Summary 
This chapter has reported the multiple regression analysis findings of the association 
between a number of contingent variables and the use of each performance measure. 
The uses of performance measures were measured using five types of measures. 
namely, financial, customer, learning and innovation, internal, and community 
measures. As a result, five models of regression were developed, and each model 
examined the association between individual use of one of performance measures as 
dependent variable and jointly contingent factors as independent explanatory 
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variables. These models have examined independent variables (contingency 
factors), which might explain the variation in the level of using performance 
measures within the Libyan banks. The regression analysis results confirmed some 
results in the previous chapter. However, the variation of results between Pearson 
correlation and multivariate analysis might be partly due to interrelationships 
between explanatory variables in the regression models in explaining the variation 
in the dependent variable. This seems to suggest that regression analysis results arc 
more reasonable, acceptable and reliable than Pearson correlation ones. Differences 
between Pearson correlation and multivariate analysis results have also been 
reported in many previous relevant studies (sec, for example, Abdel- Maksoud ct al, 
2005). 
Regression analysis highlights the significant factors that affect the design and the 
use of different performance measures in the small and large Libyan banks. In small 
sized banks, all the independent factors were significant with a different set of 
performance measures except centralisation and environmental uncertainty, which 
failed to prove significant with a different set of performance measures. This result 
may comes from that the small banks operate in local areas adopting limited 
services/businesses, therefore, small banks paid less consideration to centralisation 
level and the environmental uncertainty as well. On the other hand in large sized 
banks, all the independent factors were significant to different performance 
measures, excluding competition and centralisation. This might because all large 
banks are public banks which are owned by the Central Bank of Libya and they arc 
working under its supervision, which makes competition low and the level of 
centralisation is dominated by the Central Bank, which is not consistent with any 
previous studies. 
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9.1 Introduction 
The purpose of this chapter is to analyse outcomes of semi-structured interviews 
with eighteen participants from a sample of the Libyan banks. The interviews aimed 
to obtain further details and explanations about the current use of diverse 
performance measures and potential factors that influenced their usage in order to 
assist explain and confirm information collected using the questionnaire survey. In 
addition, interviews could provide the researcher new issues to be considered in the 
future. 
Interviews' took place during September to the end of November 2009. The 
introduction about researcher, aim, importance of study and advantages ofthis study 
has been given to each one of interviewees. In addition, in order to provide evidence 
that this study has received ethical approval, the researcher supplied a copy of the 
letter of Ethical Approval from LJMU. This process is to confirm that all given 
information and opinions will be used only for this study purposes and analysed by 
researcher to avoid the bias of answers (no names/personal details will be used in 
research). Moreover, all interviewees were offered the option to withdraw from this 
study (for six months after conducting the interview). Finally, the confirmation was 
made by the researcher that all interview data will be destroyed at the end of this 
research. 
In order to be appropriate for data social phenomena, the personal interview 
approach is applied for two reasons: Firstly, as mention by previous studies, it is 
difficult to focus managers' attention using only the questionnaire survey approach 
(e. g. Dew and Gee, 1973). Secondly, the interviews offer the chance to collect more 
data (qualitative), which supports the statistical analysis and shows how respondents 
see the importance of the use of different performance measures in practice, in 
addition to the factors that influence the use of these performance measures. The 
interviews were semi-structured and managers were asked open questions about the 
use of performance measures and the contingent factors that affect these 
performance measures. 
The open questions increased constructs validity by making certain that 
respondent/interviewee was concentrated on the construct associated with each 
performance measures. Face-to-face interviews allow repeating the qucstions until 
1 All interviews were carried out in Arabic. 
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such a focus was achieved. This focus validated the interviewee reply. where the 
responses were not consistent; this inconsistency could be resolved at the time of the 
interview. The rapport developed during the face-to-face interviews enabled these 
inconsistencies to be clarified and interviewee often gave clearer answers to validate 
their responses. Examining the construct from a number of perspectives in this 
manner is strength of method because it improves convergent validity (Burgess, 
1982). 
During the interview, the researcher asked the interviewees to complete the 
questionnaire, during which procedure the researcher answered explained, and 
clarified any questions/queries raised by interviewee. The researcher also asked 
interviewees further questions and explanations during the interview. After 
completing the questionnaire, the researcher encouraged interviewees to discuss, 
insert, or identify any extra issues and ideas that related to the current study had not 
covered particularly other factors influencing performance measures. Interviews 
lasted from I 'V2 to, 2 hours. 
The interview guide was divided into three sections. The first section asks about 
general information of bank and interviewee. The second section discusses personal 
opinions and beliefs of interviewee about the importance of the use of different 
performance measures. The third section explores the point of views of the 
interviewees about different factors that might affect the use of the performance 
measures in their banks. Several interviewees have refused to allow tape-recording 
of their interviews. This may possibly be due to the secretive culture that adopted in 
Libyan society. Consequently, remarks were noted during the interview, then w%-ere 
written up as soon afterwards as possible. 
Post-survey interviews were performed in order to give further insight into the 
findings of the questionnaire survey providing the basis for data analysis. In addition 
twenty-five banks were initially contacted for interviewing purpose, of which 
eighteen banks agreed to participate in this study. Seven banks were from large 
banks sample and eleven banks were from small banks sample. Participants were 
from different banking categories. The 18 interviewees were selected to represent 
different characteristics (size, type of business, type of ownership) of the Libyan 
banks. However, the interview sample depends on personal agreement to participant 
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in interviews. Table (9.1) classifies the characteristics of banks samples that agrcc to 
participate in the interviews. 
The seven participants from large banks, arc bank (1) the National Commercial 
bank, which is owned-state and works in commercial business. In addition, it has 
about 35 branches across the country, and it is considered as a large bank with 
approximately thirty six hundreds (3641) million Libyan dinars as total of assets. 
Bank (2) is AI-Wahda which is commercial activity and it was privatized with 
foreign partnership. It has about 42 branches across the country, and the bank is 
considered as a large bank with approximately eight hundreds (800) million Libyan 
dinars as total of assets. 
Bank (3) is Giumhouria bank, which is public and works as a commercial activity. 
The bank has more than 60 branches and it is considered as large bank with about 
forty nine hundreds (4912) million Libyan dinars as total of assets. Bank (4) is 
saving and Real-Estate investment bank, which is public and works as specialized 
business in construction sector. This large bank has 12 branches dispersed in 
different Libyan governorates with about forty six hundreds (4585) million as total 
of assets. Bank (5) is a Development bank, which is public and works as a 
specialized business in industrial sector, and it is considered as a large bank with 
approximately twenty eight hundreds (2786) million as total of assets, and it has 14 
branches around the country. Bank (6) Sahara bank, which is joint venture with 
French partnership, and works in commercial activity, its total of assets is about nine 
hundreds (5320) million, so it is considered as a large size. This bank has 25 
branches working in different regions in the country. Bank (7) is Commerce and 
Development bank, which is private and works as a commercial in multiple funds 
for different sectors. It has 12 branches in the country. In addition, the bank is 
considered according to total of assets with about twelve hundreds (1244) million. 
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Table 9.1 A summary of participated banks in the inters iciN % 
TSB('AT SI/A'. V ()%%'( 'AT 
Interviewee's title of job 
COM SPE SB I'll I'I'It I'IRl 
CEO 3 t) 2I 1) 1 
SM 41 32 14 
BM 91 64 37 
Interviewers 16 2 11 7 4 14 
_ Name of banks 
Coded 
Total 
of 
T pc of hate of ONnership 
Number 
of lame 
Assets 
Business Establishment 
Branches 
The National Commercial 
Bank 
N('lt 3641 Commercial I970 Public 35 
Giumhouria Bank GB 4912 Commercial 1969 Public 60 
Saving and Real-Estate 
Investment Bank SREIB 
4585 Specialized 1981 Public 12 
Development Bank 1)13 2786 Specialized 1981 Public 14 
Private 
Al-Wahda Bank W13 3453 Commercial 1970 UOInt venture 42 
with f iresgn 
kvtnerihi r 
Private 
Sahara Banks S13 5320 Commercial 1970 (joint venture 25 
w ith f oreign 
rtnershi 
Commerce & 
Development Bank CDI3 
1244 Commercial 1996 Private 1 
Alejmma Alarabi Bank AA13 107 Commercial 2003 Private 4 
Aman Bank For 
Commerce & Investment ABCI 
56 Commercial 2003 Private 6 
Al-Wafa Bank WPB 31 Commercial 1997 Private 4 
Mediterranean Bank MB 40 Commercial 2007 Private 3 
African Bank of Trade and ABTI 78 Commercial 2007 Private 3 Investment 
Alsaraya Trading And 
Development Bank 
ATDB 53 Commercial 2007 Private 2 
United Bank for Trade and 
Investment 
1113TI 181 Commercial 2007 Private 10 
Benghazi Commerce & " 
Development Bank 
f3( l)l3 144 Commercial 1996 Private 12 
Ajdabia National Bank AN13 45 Commercial 2001 Private I 
Darna National Bank I)NB 37 Commercial 2003 Private I 
Algiabel Alathkhr 
National Bank 
AANI3 51 Commercial 2004 Private 
6s1 = Branch Manager, S\1 = Senior Manager. ('IL: O (hicfcxecutivc officer, 'l'Sli('. % IIN he of Business 
category. OWW'('A'I' ='I')'pe of 0%%ncrship category, ti17, ('A l= Svc of banks catcgor .C OM commercial banks. SPE specialised banks. PI'B - public banks, 1114I pri%ate banks, SB %mall hank., 1 . II large banks. 
The small sized banks are as follows: all small banks are private ownerships and 
work as commercial business banks with various total of assets and number of 
2 The data have been collected by the researcher from The Central Bank and Libyan banks webs 
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branches. These banks arc: Bank (1) is Alejmma Alarabi bank, which has four 
branches and agencies in the biggest cities in Libya, and it is considered as small 
bank based on about hundred (107) million Libyan dinars as the total of assets. [lank 
(2) is Aman Bank for Commerce and Investment, which is considered as small bank 
according to its total of assets which is approximately filly six (56) million, and it 
has six branches and agencies in biggest cities in Libya. Bank (3) is Al-Wafa [dank, 
which is considered as small bank according to about thirty (31) million as total of 
assets, and it has four branches and agencies only in capital city. Bank (4) is 
Mediterranean Bank, which is considered as small bank according to its total of 
assets which was forty (40) million, and it has only three branches and agencies 
located in capital city. Bank (5) is African Bank of Trade and Investment, which has 
three branches and agencies located in the capital city, and it is considered as small 
banks based on seventy eight million as total of assets. Bank (6) is Alsaraya Trading 
and Development Bank, which is considered as small bank based on total of assets 
with fifty three (53) million, and it has two branches across country. Bank (7) is 
United Bank for Trade and Investment, which is considered as a small bank as total 
of assets with hundreds and eighty (181) million, in addition, it has ten branches and 
agencies across the county. Bank (8) is Commerce & Development Bank, which is 
considered as small bank according to total of assets with hundred and forty (144) 
million, and it has twelve branches and agencies, whereas banks (9); (10); and (11) 
are national banks which are working only in one region (city) with only one office, 
and they are considered as small banks according to their total of assets which arc 
forty five (45); thirty five (35) and about fifty (51) million respectively. 
Content themes and observations by the researcher are provided in the following 
summary. Analysis of the interview data are discussed, where appropriate, with 
direct quotes by the managers, with as little editorial interpretation as possible. 
9.2 Analysis of Interviews 
9.2.1 Comments on performance measures 
This section provides further information and additional explanations about 
performance measures. In other words, the following issues discussed during 
interviews supplement information obtained from questionnaire. 
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A. Financial Measures 
All participant banks in this study agreed on the importance of financial measures in 
order to measure different financial aspects such as profitability, liquidity, and debt 
percentages, which would permit the bank to monitor if anything goes wrong. For 
example, they utilize financial ratios such as profit margin, return on investment, 
cash flow, and asset turnover, which are always considered the heart ofthe financial 
perspective. However, most of the large sized banks used these aspects to compare 
their business outcomes with previous outcomes and with the results of their main 
competitors. For example, when the branch manager of bank (Gil), public 
commercial bank, was asked whether there were regular examinations to follow tip 
the current financial performance and compare it with the previous performance and 
with other branches, his response was: 
Yes, of course, to some extent, financial measures are given more 
importance by the top management and branch management as well: it Is 
the bank's policy to do customary financial comparisons is'ith last )rar 
performance and current performance for other branches performance so 
that if there is any deviation, management should treat it and knoll. what the 
reason for this deviation were in order to avoid it in the fture. This process 
is to ensure that performance is improved and controlled. 
When the Chief executive officers in banks ([3CDß and AN13), small private 
commercial banks, were asked about the financial measures applied in their banks, 
their responses were like: 
Financial measures are of principal importance to any business because 
they could easily understand that a figure means, and consequently find 
out how bad or excellent are banks performance? 
Thus, above comments appear to suggest that the financial measures for both small 
and large sized banks are of key importance to manage and monitor the bottom line 
of the business. 
B. Customer Measures 
Although, the majority of interviewees agreed about the importance of the use of 
customer measures in evaluation of performance, but some banks such as SRCltl 
and DB banks, public specialized banks, do not sec the extent of the importance of 
such measures for evaluating performance in these banks. Ilowevcr, the rest of 
banks, such as SB; WB; CDB; AAB; ADCI and AIDE) banks, private and public 
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banks which are working in commercial business, strongly agree to importantly 
utilise customer measures to monitor their customers' need. In other words, as 
confirmed by Kaplan and Norton, (1996) customer perspective identifies outcome 
measures that will assist that achievement of bank's goals. 
As the CEO of bank (CDB), claimed: 
.. Although, we already 
have a large number of customers who expect its to 
supply quality services with extra value, but it is not every day we need to 
offer new services ... It's a challenge... sometimes, ire do survey customer 
to measure customer satisfaction for our services, In order to attempt our 
best to meet what customers require... which is not always easy but It Is 
interesting ... 
finally, customer relations are very Important to sustain cut), 
competitive advantage 
In banks (CDB; AAB; and UBTI), small and large banks, which arc commercial 
banks, the interviewees were interviewed, they believed that differentiation of 
services is a key point in achieving the bank's goals of obtaining a large market 
share of banking market are of regional level. In addition, they argue that the 
customer research is important for the determination of new/changing customers' 
tendencies, which in turn, affect the bank's profits. 
As senior manager from AAB bank said that: 
.... tracking and 
following up our competitors movements iº f orms its about 
the level of our services and what new services we should be adding to our 
services package. In addition, we gather usually but not always more 
information through research that have been (lone bye customer services 
department to determine customers' requirements and expect customers' 
new trends.... then the bank supplies our customers with good service's fit in 
their expectations, as a result, increases customers' lopilty leads to reti"entle 
growth. 
Consequently, interviewees' commnments seem to conclude that customer measures for 
the majority of large and small banks, especially commercial, arc of essential 
importance, particularly, when there is differentiation of services that aids to supply 
bank's customers with suitable services that make them satisfied. These comments 
are in line with the arguments by Kaplan and Norton (1996), which is that customer 
satisfaction can come from another generic outcome measure of customer 
perspective, which increases market share that means revenue growth. 
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C. Innovation and learning Measures 
Innovation and learning measures focus on creating or redesigning a business 
process, which may result in more efficient and enhanced performance. So, it is 
necessary that each member in the organisation is active in learning through 
training, personal experience, workshops, and any other method for information 
sharing. The aim of organisational learning is to benefit from gathered knowledge of 
its employees, and organisational knowledge, which is developed by results of 
learning and innovation. Whereas employees might learn, from the importance of 
creation some mechanisms based on new knowledge and idea, which arc 
communicated and harnessed by the banks. In addition, selected member of bank 
might be charged with the task of scanning and evaluating emerging technologies. 
The senior manager in bank (NCB), which is a large public commercial bank. 
asserted that they always apply modern technology that develops performance and 
that the bank knows how to effectively adapt to the changing condition. lie also 
expressed how actively the bank pursues the learning process through training 
programs for employees in different levels. He stresses that employees needed to be 
trained with new technologies, and that the bank works closely with its stakeholders. 
His own words were: 
The bank management thinks that the employees are the main driver for 
improvement in performance. They are the main source of anti' 
changes/improvements: therefore the bank gives a lot of funds fier training 
purposes to keep our employees well trained and highly skilled, which in 
turn, will push the performance. 
In bank (BCDB), which is a small private commercial bank, the vice CEO was 
interviewed, he is not greatly concerned about these measures, particularly whcre 
the level of competition is not high. As he said: 
.... Although, 
differentiation of banking service and coming up with new 
ideas in our bank are supporting the image of the hank based on the quality 
and the creativity of our services but these concepts are limited in the bank. 
So, the bank does not need extra activities to improve the bank's image. 
Hence, he is not strongly encouraging the marketing department st( !Y to 
come up with new and interesting ideas for revenue promotion. 
Thus, the above comments appear to suggest that the innovation and learning 
measures for most large banks sample arc growing in importance. I Iow"cvcr, this is 
not always the case, the small banks sample believe this is Icss important to the 
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innovation and learning measures. While large banks will accomplish greater 
innovation and more effective learning through investing in employees. To sustain 
and develop competitive positions, most banks turn to their human resources for 
creativity and innovation. Creative and innovation rests on the acquisition, 
dissemination and reaction to new knowledge. The success of this process depends 
on the employees' ability to share their diverse ideas and insights. Ilowevcr, 
dissatisfied employees tend to be less committed and more likely to engage in 
withdrawal activity. For any bank, to attract, retain, and motivate employees, the 
bank must focus on motivating them. Once employees experience improved quality 
of work, their contribution to decision making and problem solving increases. This 
would encourage them to access, share and utilise their latent information and 
knowledge that can promote creative and innovative behaviour, enhancing decision 
making, creativity and innovation. These improvements have a direct impact and 
benefits for the organisation. Thus this environment would encourage creating new 
ideas, which could lead to improving services or provide services. 
D. Internal Business Process Measures 
Interviewees were asked about the use of internal measures in the literature as: 
employees' satisfaction; delivery on time; quality of services issues, turnover of 
employees; employees' productivity. These measures comprise aspects that permit 
the bank to classify the key business issues, in which they must excel for dealing 
with customer needs. Quality and time are important aspects that impact many of 
these internal processes measures. The internal business process is derived from the 
concept of the value chain. Kaplan and Norton (1996) say that all internal processes 
relate to understanding of services to satisfy customers' desires. 
Interviewed banks indicate that internal measures were frequently utilized as reveal 
by the interviewees. All interviewees of large and small banks address the benefits 
from applying such type of measures. For example, branch manager from bank 
(SB), which is large private commercial bank, said: 
.. These measures are very fundamental Issues for any business, thus, a bank has departments (e. g. quality assessment and customers' complaints 
departments) that deal with most of these key internal processes. Whereas It 
is not easy to understand how these Issues affect the financial figures, but 
what positive is that without monitoring such key issues, it would be much 
harder to improve the financial figure, if not impossible. 
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Also, branch manager from bank (AI3CI), which small private commercial bank, 
stated: 
... 
As we are working in financial industry that Is characterized by offering 
intangible products, thus, the bank is forced to pay inore attention to the 
internal issues such as to maintain and update our services quality. The 
processes are then regularly interrogated by quality improvement Walls to 
determine what might be causing any problems (if an)), and investigate 
these problems that may have occurred and the circumstances In which they 
arose. In addition, delivery on tine has a ºnain role In our Industry because 
we have to deliver the service in suitable time to the customers. Otherwise, 
banks could face decrease of customers' satisfaction, leading to greater 
losses. 
Consequently, the comments about the internal measures appear to propose that 
the internal measures for the majority of large and small banks arc important. 
Hence, managers identify these measures as they show whether the bank has 
achieved operational excellence through improving resource management, asset 
utilization, and other internal business processes. 
E. Community measures 
Adams and Zutshi, (2004) argue that performance measurement systems involve 
environmental and community (social responsibility) aspects. 'These dimensions 
come from a rising in global interest in corporate social responsibility, in which 
organisations to take into account the social impact of corporate activity when 
making decisions. In addition, social performance refers to the impact of an 
organisation's behaviour on society including the broader community, employees, 
customers, and suppliers (Langfield-Smith et al., 2006). 
The community measures indicators summarise information on a bank's social 
community performance which are then evaluated for decision making and other 
stakeholders. The most well-known measures of community commitment is public 
image. The compliance indicators relate to the organisation's compliance to 
community legislation as well as community liabilities. This permits managers to be 
aware of how to focus on continued development could influence other important 
performance targets. 
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All interviews indicate that all of their banks should used measures whether because 
they have to obey a regulation or because they seek to have a better image for their 
business in the eyes of their customers and the rest of stakeholders. Consequently, 
the general managers of budgets for banks (e. g. Gß, SREII, NCt3), large public and 
private commercial banks, he states: 
... Irregularly, we 
have consideration with social issues: as our 
responsibility to the social community and to make our image better in 
order to achieve competitive advantages especially the Libyan banks 
coming up to a high competition level after foreign banks participated in 
Libyan banking market. However, government has requested its to 
participate in some social and national accessions. Then a check done by 
the government (Central Bank of Libya) to ensure the everything is in order. 
In banks (AAB;; ABCI) small private banks, branch banks agree that the 
management has recently since consideration to direct and manage all the activities 
related to social, health and safety issues at the plant. The bank provides employees 
with appropriate personal health insurance. Their words were: 
Our principal social issues involve compliance of existing operations, 
participate in social and national celebrations and employee health and 
safety. The bank's existing operations are in compliance with Libyan 
guidelines. Unfortunately, it is not compulsory to do so, therefore the bank 
considers occasionally these issues. 
In bank (BCDB) small private banks, a senior manager assures us that they have 
a department that is responsible for environmental activities, 
First of all, we focus on financial return for loan applications, however, 
sometimes, we have consideration about social responsibility in the banking 
activities, thus, we require from industrial loan applications to provide 
evidence to obtain the certificate of environmental effect (f an)) as a 
condition to loan money. We also have supported activities that are 
concerned with recycled and others that do not harm the society . of course, this is after fulfil the financial conditions. 
The following is the matrix framework, as shown in table (9.2), which was used 
to compare the data across different banks. The matrix format draws attention to 
presence or absence of consistency and consensuse across different respondents 
as such it is a useful tool for comparing data across a set of respondents 
271 
Cý 
Ix 
zA 
i -ý 
i ý- 
pp .* .. a a a 
m 
'ý, ý, N C E E E E E 
A o N p pG E E E E _ "r U ý' i w - - 
ö 
-r M ý 
p ä E E 
a 
.ý , ,ý E . 
ao o r°v pG E E E `` m 91 E .., .ý v, y * * * = Z. Io v, 
N p c E E 1 
Ü oo ý p ä 
Q. 
E E E E 
Q 
E 
N ý- y o 
,,,, ä 
a E s E a E ý ý co u - 
U * * * - 
m oý ö 
ýp öC E E E E 
CL 
E 
N O E E E E = °° 
2 E E 
't 
v U ä * 
E 
- 
E ;_ 
- 
" m ý oo ý 
C ) E 
- 
E 
- E E - 
a 
.E CL c 
E E E r- 
ý, N O-T 0 ý E E E E 
E _ 
U w " 
Ö E E a E 00 , O 
, - ä E "E V äý y 
Q °ý° eý ýi 
Ö ä E E E E .ý 
m ..., , - a 0. a 
U ,o 14 p 
W E E E E E 
Z fn U y * * - 
op 
. 1, N o0 
ö p W 
0. 
E 
0. 
E E im. 
m 
E 
a 
"E 
L V r 
6J 
L 
v c 
' 10 40 E ä = 
1 . Z 
i 
V 
C ý 
aý 0 
.a c 
E 
t 
E 
C c.. 
.. 
L 
c0 
0 
"= 
CA 
L C 
O 
L C 
O O 
E 
C 
" 
r. LA 
= 
O y z 0 ` C'11 y 
t 
CIA, 
O 
cl cl E 
44 
E 
1 
`ý (4- -- Z: l 
cz a 0 ý, eý 5 o E Ö 
> Eý 
° 
m O E 
c is U J u t-° 
m b 
E 
._ 
._ cL U .. ý - U 
^ F- C " " 0 0 0 
rl 1! 
N 
9.2.2 Comments on Contingent Factors 
One of the main points of doing interviews is to look into and conlinnu some of the 
contingent factors that impact the use of different performance measures in the 
Libyan banks. The researcher obtained interviewees' opinions about possible factors 
that might influence their performance measures. Factors mentioned by interviewees 
could be classified into internal and external factors as follows: 
A. Strategy effect 
All the banks participating in the study agree on the importance ofstratcby as one of 
the factors that affect the use of performance measures in any organisation. []ranch 
manager from large and small sized banks recognise the value of strategy as the 
statement, at a reasonable level of detail, of what the bank wants, plans, and expects 
to accomplish, which is less evident from the questionnaire analysis. In other words, 
they believe that strategy is a plan of action intended to accomplish specific goals. 
As the branch manager in bank (GB), which is a large public commercial bank, said 
that: 
... A good strategy is supported by actuality. A suitable gray to make our 
strategy communicate the reality is to apply the relevant efforts, pxrform 
appropriate experiments, and recognize major constraints and barriers, and 
then all of this should be translated into a plan of action. Thus, stratcg y Is 
to somehow affect what the selection and use of performance measures. 
Also the CEO of bank (AAB), small commercial bank, said that: 
"... from my perspective, a strategy is essential for all asp ccts in managerial 
operations, due to it is as guidance to achieve organisations objectives. For 
example bank that has an ambiguous strategy, like working in deviation than their 
goals without any alarm on and vice versa. Therefore, based on key role of the 
adopted strategy, of course, it influences somehow the performance measurement 
systems " 
Senior manager bank's (ABTI) contends that 
"It is not a matter of the size of the bank, the strategy is very essential to 
any business, due to currently achieving competitive advantage is related to 
adopt effective strategy. In general, Libyan banks are now more than past 
seeing that if they have an effective strategy like integrating long-term and 
short-term objectives, consider incentives, and controls and feedback they 
will perform better. In addition, if amte bank has that and other does not, the 
competitive advantage is clear" 
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B. Organisational structure effect 
Regarding organisational structure includes formalisation and centralization of 
power. Consequently, all eighteen interviewed banks agree about the importance of 
centralisation as one of the crucial elements to be successful banks. They stress that 
an effective and clear centralisation structure ensures that every member of staff will 
recognise his/her authorities and responsibilities. In addition, the centralisation 
structure is related to feedback and feedback loops of information, which helps in 
making the information flow from top-down and bottom-up. Interviewees argue that 
at the beginning a business, or changing from centralisation to decentralisation or 
versa, it is appropriate to consider advantages and disadvantages of each one of 
organisational structure than to another in achieving the organisational goals. The 
best structure for one type of business may not be the best for another. As a branch 
manager in bank (SREIB) put it: 
... Certainly, the 
level of centralisation as one of organisational structure 
form affect performance measures in any bank because, simply it Identifies 
the authorities and responsibilities in the bank In addition, the si: c of the 
bank determines which form or level of centralisation is to be followed For 
our bank, which is a large, it keeps on a very simple organisational 
structure linked to its owners (the Libyan government). Few hierarchies 
keep the work f owing effectively as a result, it ensures an effective decision 
making process. 
C. Competition effect 
Comments made on competition issues were various: the bulk of participating 
interviewees emphasize that competition is another important factor that may impact 
on the use of different performance measures, especially with exported competition 
which come from allowing foreign banks to work in Libya. Ilowcvcr, only fcw 
banks (DB; SREIB; MB; WFB) made comments that they do not face vcry severe 
competition in their market because they provided limited and local services and 
just a few banks dominate the market or because their differentiation services arc 
distinguished enough and do not need to be subject to competition. 
The senior manager of bank (Sß), which is large commercial private bank, his 
words contend that: 
... we are doing many customer surveys to know it-hat the customer expects from us. In addition, we have to keep an c)v on our competitors in order f or 
74 
CHAPTER NINE ---------------------------------------------------------Personal Interview 
our service be distinguished because we are facing severe competition In 
our industry. 
The branch manager of bank (AAB), which is a small commercial private bank, 
said: 
... 
Although our services are very standardized that means that they have 
specific features that are customer-oriented, but old regulations from the 
Central Bank of Libya sometime restrict/affect our services which do not 
give its a room to add or change them, especially in international deals. 
Therefore, the only way to face competition and try to increase our market 
share is to be cost-oriented in order to reduce the costs, then in turn the 
price (rate of interest). We already have a big share of the Libyan banking 
market, we sometimes cannot consider competition is a big deal for us. 
Also, branch manager of bank (SRSIB), which is specialised public bank, says: 
... We have 
licenses from government to provide special services (very low 
interest rate for loans building) here in Libya. Our services are very 
standardized that means that they have a specific feature as a customer- 
oriented bank. We already have a big share of the Libyan banking market 
due to our service are usually not commercial to somewhat comparing with 
the price (rate of interest) for the same service in commercial banks, this 
come from the old socialism regulations that adopted by the Central Bank 
of Libya.; therefore, we are only agents for these services. Thus we do not 
face any competition concerning these services and we cannot consider 
competition is a big deal for us. 
D. Technology effect 
Technology was another issue that is considered as an important factor affecting the 
performance measurement systems, interviewees have difference in their points of 
view. Some of them especially the large sized ones, believe that, by using the recent 
technology in bank services, will get a competitive advantage which will increase 
their market share and, in turn, increase their profitability. On the other hand, the 
small sized ones have not seen the importance of obtaining expensive recent 
technologies. They argue that Libya has an advantage in the relatively cheap labor 
force that have to benefit from, In addition, they stated that they cannot afford this 
very expensive technology. 
The branch manager of a bank (WB), which is a large commercial private bank, had 
put it: 
... We 
have worked to upgrade almost every year, which enables us to 
acquire the recent technology in the banking industry Simply, It helps its to 
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increase the quality of our services and to keep its very congvitit'e in the 
Libyan market. And of course, the I) pe of technology used is related to the 
use of performance measures. 
On the other hand, the senior manager of bank (DNI3), which is a small commercial 
private bank, said: 
.... 
from my perspective, I think that technology Is an Important element to 
impact on the use of performance measurement systems, but ire Cannot 
afford to upgrade our services regularly, because we do not have enough 
finds to do so. In addition, our services are limited to the local field, we do 
not need to obtain the latest technology, shat we have is enough to achieve 
our objectives. 
Moreover, the senior manager of bank (GB), which is a large commercial public 
bank, said: 
... I agree that technology is an essential factor that affects 1x'rfor»mance 
measures in any business: but, we have to mind the cost-benefit analysis of 
this decision. In other words, before investing money in acquiring recent 
technology, we have to be sure that it words that stoney and that the return 
fron this investment is worthwhile. We know that our bank is big: therefore, 
we manage our available resources in the best way that fits our goals. 
E. Total Quality Management 
All the participant interviewees agree that the adoption of advanced management 
techniques, regardless of the size of the banks, is the key clement that affects what 
practices of performance measures can be used in their systems. They state that 
there might be some forms of management practices like TQM that tit the large 
sized bank and other that fit the small sized bank. Thus, it was concluded from the 
views or interviewees that the level of use of total quality management aspects 
within organisations do vary considerably according to the size of bank. Also, 
interviewees state that managers have to perform many management practices in a 
bank and how they handle various situations will depend on their style of 
management. As implied by their views that management practices lie along a 
continuum from the management forms. This continuum is related to the structure of 
the bank and, therefore, ranging from the traditional to modem forms. It was 
concluded from the interviewees comments that as the size of the bank promotes the 
ability to use of modem management practice like total quality management 
increase, which in turn pushes that management towards the flexibility that allows 
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employees to take part in decision making and also gives them a considerable 
degree of independence in completing routine work activities, and vice versa. 
The CEF of bank (WB) large commercial private bank, stated, 
... 
Our bank is a large bank, thus the chairman cannot control and manage 
all the routine work and all the details. Therefore, he needs to adopt 
modern management approach in order to delegate authority to his 
subordinates to make certain decisions. JVhen the boss finds that sve can 
manage this type of practice properly, major decision such as investment 
decision need to be taken after participation and decision. Usually, these 
decisions are discussed in the Board of Directors meeting, which can offer 
useful suggestion and ideas. This adoption of total quality management as a 
modern technique will impact on the use of performance measures. 
The branch manager of bank (ABTI), which is a small private commercial, put it in 
this way: 
This bank has started as local small business, then, we extended it to 
include a few investors and combine with other small local banks, but it is 
still small related to other banks in the marketplace. Therefore, we do not 
have too many hierarchical levels, which means the general manager 
should make most important decisions and closely supervise and control 
workers and employees. There could be sonic consultation with head of 
departments over issues and listen to their feedback or opinions. However, 
the general manager will make the actual decisions, which is in the best 
interests of the work and the workers. as a result, I think that the TQAf has 
minor impact the use of performance measures at least in small bank like 
us. 
F. Environmental uncertain effect 
All interviewees agree on the importance of environmental uncertainty as one of the 
factors that affect the use of all managerial systems, especially performance 
measures. Organisations must manage and supervise uncertainty to be effective. 
Uncertainty means the decision makers do not have sufficient information about 
environmental factors, and they have a difficult time predicting external changes. 
Uncertainty increases the risk of failure for organisational responses and makes it 
difficult to compute cost and probabilities associated with decision alternatives. This 
environmental uncertainty includes a large number of external elements that make 
up the organisation's domain, and in turn, creating a complex environment. For 
example, increased competition, rapid technological breakthroughs, changing 
exchange rates, and the unpredicted governmental regulations. llowvever, it was 
concluded from the interview that, although all banks in all sizes arc facing a greater 
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level of complexity and change, but not all arc cxposcd to environmental uncertainty 
by the same degree. 
The senior manager of bank (SB), which is a large commercial public bank, argues 
that: 
... indeed, environmental uncertainty 
is an important factor, which should 
be taken into consideration while designing (performance measures. 
However, in our industry that depends on intangible services, which Is a 
standardised service. We cannot say that the environment is very unstable. 
Although, we might be exposed to some changes front the Central Bank of 
Libya regulations, I cannot consider it a turbulent environment. 1171en a 
large number of elements impinging upon the bank and they shift frequently 
or react strongly to organisational initiative and several sectors change 
simultaneously then we can call the environment turbulent. 
On the other hand, the branch manager of bank (AAB), which is a small commercial 
private bank, stated: 
... 
As is well known, in recent years the Libyan environment faced by the 
banking industry has been characterised by changing govrrninenlal 
regulations, and uncertainty regarding the rate of interest of Sen-ices and 
collection of credit customers. I believe that our hank because it op rate. T In 
that uncertain environment. it becomes more market oriented since we can 
call clearly see a direct effect of the market orientation on our performance. 
Lastly, senior manager of bank (WB), which is a large commercial private bank. 
said: 
... 
Banks are in continuous interaction with the envirommnent. therefore, an 
environment is considered the primary sources of opportunities and threats 
to any bank. However, managers need detailed information about that 
environment for making sound decisions, but that Information is never 
complete that is why there is always uncertainty. In our bank, we have 
planners who scan environmental elements and analyses potential moves 
and countermoves by other competitors. Therefore, It helps us to provide 
new services at the right time. All that we are trying to do is to minlmI: e 
the negative effects of the environmental uncertainty as )Vu cannot avoid It 
completely. So, this consideration tiºwill influence the way of use performance 
measures. 
9.3 Summary 
This chapter analysed the interview method of data collected. Intcrvicwwws reveal 
important insights that help to provide further interpretations to the survey results. 
Most interviewees, in either the large or small sized banks, seemed very supportive 
to the importance of the use of different performance measures, nlthough the degree 
17x 
CHAPTER NINE ........................... ............................ /'rr. ýýurtrl Inicrt'Irw 
of this support might vary between different pcrfonnancc measures. They %Vcrc 
more enthusiastic about having non financial measures along with the traditional 
financial measures. They contend that in reality all these measures should be used 
even though their importance might vary from characteristics or banks to other. 
They also stressed that there no business nowadays can analyses performance %iitit 
only the financial measures. Hence, customer relations and market share changes 
seemed very vital to any business, in addition to motivating the staff towards 
creating new ideas, services and market. Moreover, issues such as services quality 
and in time delivery have become of paramount importance to any business. Such 
observations support the findings of the questionnaire survey %%hich suggest that. 
most Libyan banks apply mixture performance measurement systems. 
In addition, results from the interviews provide more support to the results from the 
survey. All the participating managers, whether from large and small sized banks. 
agree that strategy, centralisation as organisational structure, total quality 
management and environmental uncertainty arc of crucial importance to the use of 
different performance measures. Ilowcvcr, they highlighted that these factors should 
fit the organisational size of bank, therefore, each bank should adopt the form of 
strategy, centralisation, management quality system and environmental uncertain 
that fit with its environmental and organisational circumstances. 
Competition and technology were the most debatable issues, although the 
participating manager agreed on their importance. For competition. most or the 
managers of large and small sized banks stated that in some cxtraonlinary 
conditions, such as standardised services or governmental protection, this factor has 
no great importance. For technology, the two teams of large and small sized WAS 
differed because of their organisational size. Large sized banks found it very 
justified in investing and acquiring recent technology that helps them to improvc 
their services quality and price-wise, which in turn will make there more 
competitive in the local and international market. On the other hand, small sized 
banks stressed that their investment in latest technology is linked to the limited 
financial resources. Banks with limited financial resources cannot expand their 
business to include high-tech equipment and technical assistance necessary to teach 
staff how to use it. Simply, when calculating the cost of this equipment, it also 
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should include start-up expenses and the price of rcgular maintenance, scrvice 
agreement and the cost of staff training needed to integrate the requcstcd equipment 
into its current configuration. Consequently, if all this investments is not justified in 
terms of financial resources availability, payback period and other criteria, it is not 
worth investing in advanced technology. 
Finally, the result were in line with what Wang and Ahmcd (2003) contend that as 
the organisational size increased, the complexity grew and it became difficult to 
exert controls and influence for effective organisational functions. This might be 
because of the magnitude of factors that affect management control systems in these 
organisations. Therefore, the need arises to consider more factors that affect 
performance measures when designing and using these management control 
systems. This might provide an explanation for the differences in results between 
the small and large sized banks in Libya. 
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10.1 Introduction 
Bums and Scapens, (2000) claim that the environment in which management 
accounting operates has changed resulting from advances in information 
technology, competitive markets, different organisational structures and new 
management practices. For dealing in these changes, organisations are now placing 
more weight on integrated non-financial performance measures into their 
performance measurement systems and this has been the main motivation to study 
this process by carrying out this study. 
This study is an effort to give a better understanding of what type of performance 
measures are used in Libyan banks, and how characteristics/particularities' of these 
banks control the type of performance measures selected to apply in their 
performance measurement systems. Also, this study has made an attempt to provide 
a deep comprehension of the usages/applications of performance measures through 
several dimensions (i. e. importance to long-term success, managerial performance 
evaluation, financial reward system, identification of improved opportunities and the 
development of action plans, and measurement quality). In addition, this study has 
employed the contingency theory theoretical framework to examine the contingent 
relationships between business strategy, organisational structure, environmental 
uncertainty, intensity of competition, advances in technology, total quality 
management and the extent of use of both financial and non financial performance 
measures. Furthermore, the study has utilised and redefined, and then analysed the 
previous studies which deal with the field of management accounting literature by 
several researchers concerning performance measures. An examination of the 
literature points out that the determination of the extent of performance measures 
used differs between researchers. In this regard, researchers (e. g. Ittner, et al, 2003; 
Speckbacher et al., 2003) have measured the extent of performance measures by 
using a self-rating question of the number of performance measures implementation. 
Other researchers (e. g. Hoque and James, 2000; Olson and Slater, 2002) have 
defined the extent of performance measures usage as multi-measures sets of both 
financial and non-financial performance measures. Therefore, it can be noted that no 
reliable statement can be made from previous research about how this approach has 
been implemented by firms because many of the performance measures concepts 
and relationships are open to several interpretations (e. g. types and number of 
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measures). Thus, developing a valid measure of the extent of performance rttc<ýsufes 
used would be useful to both academics and researchers to further explore its 
context (Chenhall, 2003; Norrcklit, 2003). This study follo%ss the previous studies In 
terms of developing a wider, accurate and comprehensive vie of the extent of 
performance measures used. Thus, three stages have been utilised to determine by 
the actual extent of performance measures used. The first stage erns used to identify 
the types of performance measures that are adopted by the Libyan banks. hic 
second stage was determining the measures that have been adopted by the different 
banks (according to their particularities). The third stage was utilised to ensure that 
the selected measures arc really used in performance measurement and evaluation 
purposes. Finally, this study is one of the first to incorporate several contingent 
variables in one model and investigate their effect on the extent of performance 
measures used. 
In chapters one and fivc the major objcctivcs or this rcscarch %%crc sct as rtillowvs: 
1) To review and identify the t)-pc of financial and non financial pcrfonnancc 
measures used in Libyan banks. 
2) To compare the type of pcrforniancc mcasurcs that arc utilized by Libyan 
banks according to thcir typologics/chan ctcristics. 
3) To assess the function of financial and non financial mcasures for evaluation 
of pcrformancc and different purposcs. 
4) To cxaminc whether the use of financial measures has impactcd upon the use 
of non financial mcasurcs of the Libyan banks. 
5) To detcrminc the impact of individual contingent factors on the use of 
different performance measures, 
6) To analyse the impact of joint sclcctcd factors on the use of financial and 
non financial mcasures in Libyan banks. 
10.2 The Research Findings 
In order to accomplish the above objectivves. a questionnaire survey and scmi- 
structured interviews wcrc conducted to examine the current use or financial and 
non financial performance measures and to dctcnninc factors of intcrest% and to 
investigate the hypothesised rclationships bctwccn the independent variabics (i. c. 
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contingent variables) and the dependent variables (i. c. the extent or use or both 
financial and non financial performance measures). 
Descriptive statistical analysis using means and percentages %%-crc utilised to achieve 
the first and third objectives of the research. Inferential statistical tests using 
independent t-test and One Way ANOVA to achieve the second objective, %%hile 
Multivariate statistical techniques, namely, Pearson correlation and multiple 
regression were also used in this research to reach the fourth, fifth, and sixth 
objectives. This chapter provides a summary of the main research findings resulting 
from the descriptive and analytical statistics. Also, the contributions or this research 
to both academics and managers are presented. In addition, the limitations of this 
research are outlined followed by suggestions relating to future research. 
10.2.1 The findings of the descriptive and inferential statistics 
lt has been indicated in the previous section that descriptive and inferential statistics 
were used to meet the first, second and third objectives of this study. This was 
conducted by an in-depth review of previous studies in three aspects: firstly. 
examining the importance of adoption of a broader set of performance measures. 
Secondly, investigating how the characteristics of banks arc dealing with the 
adoption of performance measures. Finally, exploring the use of financial and non 
financial measures for multiple purposes (i. e. as an important driver for long-term 
organisational success and their corresponding use in performance measurement and 
evaluation purposes like managerial performance evaluation, financial rewards and 
the identification of improvement opportunities and development of action plans 
and quality of these performance measurements). Tables" 10.1 and 10.2 show the 
findings regarding financial and non financial measures adopted of performance 
measurement systems by different Libyan banks. 
For the purpose of the first objective, it could be noted fonts the table 10.1 that 
Libyan banks adopt a mixture types of financial and non financial performance 
measures with reliance on financial measures as reported in the questionnaire 
analysis (shown in chapter six) and as also reported from the comments of the 
interviews (shown in chapter nine). This is in line with some previous findings such 
as Perera et at., (1997) note that changes in organisations strategics that emphasise 
"- Table 10-1 and 10.2 summarise the descriptive and inferential results from tables 6.13 to 6.17 in 
chapter six about the use of financial and non financial performance mcasurcs in Libyan banks. 
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quality, flexibility, dependability and low cost should be reflected In formal 
performance measurement systems to place greater weight on lion financial 
measures. Nevertheless, some exceptions have been noticed through sonic 
managers' responses such as the case of the commercial banks, which Commerce 
and Development Bank (private bank), which have mixed features, the manager 
mentions that the nature of services in banking industry (e. g. intangible services that 
depends on human resources) hampers, to some extent, the use of sonic non 
financial measures i. e. customer measures, which in turn forced them to be more 
financial oriented instead of customer-oriented. Simultaneously, they need to 
achieve the requirements of the domestic market, especially, after the change in 
Libyan economic environment, so, the customer is one of the drivers for successful 
organisations. Furthermore, Brown and Laverick, (1994) and Butler ct al, (1997) 
state that the contemporary business environment leads to the limitations of the 
traditional financial measures. As a result of this a broad range of measures 
concerning non financial aspects such as quality, customer and employee 
satisfaction could be used to create greater insights into the factors which drive 
financial performance. The importance of different combination of performance 
measures was in line with Butler et al. (1997) who found out that performance 
measures employed by different organisations vary. Different markets, strategies, 
and competitive environments require a mixture of performance measures. An 
organisation which adopts performance measures which fit its strategy, technology 
and culture amongst other components. For the case of the company they 
investigated, it was clear that the executives of the company agree that reliance on 
financial criteria set is a constraint on the development of their performance 
measures combination. They believed it did suit their needs and felt comfortable 
with it this way. In other words, performance measures have to be tailored to the 
needs of each company. 
The findings from the survey and interviews lead to the fact that any bank must 
apply a set of financial and non financial measures. I lowvever, respondents disagreed 
on the importance level of each performance measure, they state that measures' 
importance might differ according to the circumstances/characteristics of the bank. 
These findings were in line with Rouse et al. (2002), who studied performance 
measurement systems in an American aircraft company. They state that the newly 
implemented performance measurement system should recognize not only a need 
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for financial indicators but also non financial measures to accommodate the diverse 
management tasks of different stakeholders. They highlighted that every 
organisation has its own unique internal and external environments; therefore, 
performance measures should be selected that arc capable of presenting a 
comprehensive, integrated and activity-related view of complex business 
circumstances. In the same context, Hussain and Gunasekaran (2002) examine the 
use of performance measures in Japanese banks, they found that financial measures 
(such as profits, revenue generated, rate of return) arc important, and although most 
of the banks studied in this study do acknowledge that non financial measures arc 
also important, our research found that, in practice, non financial measures (e. g. 
quality, customer satisfaction, social responsibility) do not receive the same degree 
of emphasis as financial performance measures. In addition, Hussain. (2003) 
conducted comparative study for twelve banks in three different countries (Finland. 
Sweden and Japan). He anticipates that, in banking industry management has been 
forced to improve and measure financial performance in order to survive in the 
hostile banking world, as well as, at the same time, improving and measure non- 
financial performance in the organizations. Also, lttner and Larckcr., (1998) said 
many organisations are supplementing or replacing their traditional financial 
measures with nonfinancial performance indicators. I lo%vcvcr, the findings arc to 
some extent different from that what Ittner et al., (2003) found how different types 
of performance measures are weighted and used for performance evaluation and 
compensation purposes by financial services firm. They found that financial services 
organisations are placing most weight on financial measures for compensation 
purposes, but incorporating financial with non financial measures to evaluate 
performance. 
For purpose of the second objective, table (10.1) and (10-2) show descriptive and 
inferential analysis findings respectively to compare the type of performance 
measures adopted by Libyan banks according to their typologies/charactcristics, 
namely about the importance of financial and non financial measures that have 
adopted by all subgroups in four banking categories. from the tables, it could be 
noted that respondents have not agreed on the same degree of importance of 
adoption of each performance measure, their overall answers (shown by means) and 
statistical analysis show that the majority of performance measures arc of different 
degree of importance of adoption according to banks' characteristics/particularities. 
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Concerning the type of strategy category that divided banks into three sub groups 
according to Miles and Snow (1978) classification (prospector, analyser, and 
defender sub groups), table (10-1) shows that banks with the prospector strategy arc 
adopting more non financial measures in their systems than other banks, namely, the 
banks are adopting more non financial measures than banks with analyser strategy, 
while they are, to a large degree, different than banks defender strategy. On the 
other hand, table (10-2) reveals that there is no significant difference in the 
importance of adoption of financial measures, however, there is significant 
difference between all sub groups about the importance of adoption non financial 
measures (all). This means that the type of strategy that orientates for bank's 
business has an impact on the degree of importance of adoption of non financial 
measures. The findings are in agreement with Ittner ct at., (1997), who found that 
"the relative weight placed on non-financial measures is greater in fines following 
an innovation orientated 'prospector' strategy than in firms following a cost leader or 
'defender' strategy, in that way suggesting that an organisation's cornpetitive strategy 
is perhaps a crucial determinant of the performance measures". I lowwcver, in respect 
of financial measures the results of this study mention that there is no difference 
between all sub groups. This is not supported by some studies like Ilyles and Lobig 
(1996) who found that defenders set more significance on financial measures than 
do prospectors. In general, this is also consistent with the findings of many other 
researchers who have used the Miles and Snow (1978) typologies to examine the 
impact of different strategic orientation in their studies (Kyles ct at., 1996; Castle, 
2003). 
With regard to the type of business and the size categories, Fitzgerald et al.. (1991), 
Biema and Greenwald., (1997), Hussain and Gunasckaran., (2002), and others, 
confirm that the particularities/ characteristics (i. e. size, type, etc) have an effect on 
the use of non-financial performance measures. 
The findings from table (10-1) indicate that there arc no differences between 
commercial and specialised banks regarding the adoption of performance measures. 
The commercial banks placed greater importance on financial measures and 
relatively little on non-financial measures. Specialised banks, also, placed some%%hat 
greater emphasis on financial measures than non financial measures. These results 
seem to be in line with previous studies that the nature of business will tend to rely 
more on financial than non-financial information (13rignall, 1997; Hussain and 
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Gunasekaran., 2002; Morissette, 1998). This is reflected in the outcomes from the 
interviews. In addition, table (10-2) shows that there are no significant differences 
between commercial and specialised banks regarding the importance of adoption of 
financial and some non financial measures, whereas there arc significant differences 
about the importance of adoption of remaining non financial measures (customer 
and learning and innovation). This is consistent with Hussain and Gunascknni.... 
2002 who showed that the type of bank affects the selection and use of non financial 
measures. 
In contrast, the size category, the table (10-1) reveal that large sized banks seem to 
pay high degree of attention to the importance of adoption of financial and non 
financial performance measures rather than small sized banks. This result is 
supported by Fitzgerald et al. (1991), ßrignall (1997), 13ienta and Greenwald (1997). 
and Hoque and James (1998) who identified that organisational sizes that large 
organisations varies in terms of the use of performance measures frorst smaller ones, 
however it is not consistent with Hussain and Gunasekaran,. (2002), who found that 
the size of bank does not have such a significant impact on the use of non-financial 
performance measures in banks. In the same context, table (10.2) reports that both 
large and small sized banks arc not different for giving the importance of adoption 
financial and non financial measures, however, they are only different in the 
importance of adoption of learning and innovation measures. 
Relating to the bank ownership category that divided the sample into public and 
private banks, as can be seen from table (10-1) public banks report less dependence 
on financial and non-financial measures than private banks. Public banks arc 
focused on protecting their high market share from new entrants. In contrast, the 
private banks are prospectors and analysers and these findings emerge to be in 
harmony with the results of Byles and Labig (1996) and Miles and Snow (1978) that 
prospectors likely to be product and market pioneers. While table (10.2) shows that 
there are no significant differences bet wween public and private banks for the 
importance of adoption of financial and non financial measures. 
These results might be because the Libyan banks' openness that began in since 
1999, and this study was conducted during a period when the banking industry 
remained in a highly uncertain economic, regulatory and commercial environment 
(Alkaziza, 2005). In that regard, the results in this study seem to be consistent with 
suggestions by the contingency perspective that organisational factors (e. g. type of 
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industry and characteristics, etc. ) will affect the performance ntcasurcmcnt »stein 
(Cobb et al,. 1995). 
For the purpose of the third objective, the results * suggest that all sub-group 
banks are still aware of financial measures as an important source of information to 
achieve bank objectives; beside they arc in line with the increasing importance of 
including some measures of non financial measures-customer and learning and 
innovation- in performance measurement systems. This result is supported by some 
authors (e. g. Kaplan, 1984 and Guenther and Grucning, 2002). In addition, all sub- 
groups use financial measure to evaluate managerial performance more than use of 
other non financial measures. Also, prospector, commercial, large and private sub- 
groups banks tend to use financial and customer and innovation and learning 
measures to evaluate managerial performance. This result is similar to the ideas 
suggested by some researchers (e. g. Chenhall and Morris, 1986; Otlcy. 1999) in 
which they indicate that targets should be set for both financial and non financial 
performance measures in order to evaluate managerial performance. 1'urthcmnorc, 
the sub-groups have the same tendency to use financial measures more than non 
financial measures with a higher level for prospector, private, large and commercial 
sub-groups banks than other sub-groups. This result supports the idea suggested by 
Banker et al, (2004) in which they indicate that organisations should use both 
financial and non financial performance measures to improve decision making and 
problem solving. Moreover, results indicate that the banking sub-groups are still 
depending on traditional financial performance measures with as the predominant 
measure to reward managers, beside the increasing use of sonne non-financial 
measures -customer, and learning and innovation to reward managers. The findings 
do not therefore support the recommendations suggested by several researchers (e. g. 
Ittner et al., 1997; and Banker et al., 2000) to link the non-financial pcr brntancc 
measures with executive compensation plans. The results also show that their banks 
consider the quality of information to be sufficient in respect of financial, and then 
customer and learning and innovation measures. This suggests that information 
about financial, customer, learning and innovation arc valued by the responding sub- 
" Tables 6-18 to 6-22 in chapter six show that the the dimcnsions`purposcs (i. e. the importance of 
long term organisational success; evaluate managerial pcrformancc; rcaard systcm. idcntification 
problems and plans; quality of measures) of use financial and non financial measures In Lib)an 
banks. 
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groups as an important source of information to face competitivc marketplaccs. 
Thus, it can be concluded that the respondents agreed on the ability of financial and 
some non-financial performance indicators to provide accurate and meaningful 
measures. This result is consistent with the argument raised by several researchers 
(e. g. Chenhall and Morris, 1986; Ittner and Larcker, 2001) to includc nonfinancial 
performance measures in the performance measurement systems in order to provide 
information that reflects the attributes of these indicators. 
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10.2.2 The results of the Multivariate statistic 
It was pointed out earlier that correlation and multiple regression w ere utiliscd to 
achieve the fourth, fifth and sixth objectives of this research (the investigation of the 
impact of business strategy, centralisation, environmental uncertainty. intensity of 
competition, total quality management, technology on the extent of pcrfomtance 
measures used). A summary of these results is presented in the following sections: 
For the purpose of the fourth objective, the results" indicate that the correlations 
among different uses of performance measures arc significant in some cases. For 
example, financial measures have a positive insignificant correlation with customers, 
learning and innovation, and internal business measures. This suggests that these 
performance measures could be complementary to financial measures. With regard 
to customer measures, they have a positive insignificant correlation with learning 
and innovation measures and internal measures, which suggests that these measures 
are also complementary to customer measures. There is also a correlation, as can be 
seen, between learning and innovation measures and internal measures, that is, these 
measures are complementary to each other. These results arc supported by the 
findings by Ittner, and Larcker's (2001) in American financial institutions. In 
contrast, community measures are negative insignificant correlations with all 
performance measures used, this provides that there is evidence that community 
measures are perceived to be substituted with the remaining measures. 11is result 
does not attract any support from the literature and it is against Ittner, and Larckcr's 
(2001) findings. 
For purpose of the fifth and sixth objective, the table (10.3) shows that the 
findings identify certain variables to be of crucial importance %%hcn using these 
performance measures. The majority of the results concerning these factors %%-cre In 
line with previous studies, Simons (1987) states that researchers have been paying 
attention in perceptive relationships between control system design (%%hich includes 
performance measures) and organisational variables such as size. technology and 
environment. In addition, from the findings, it could be noted that. %shile the 
" the results shown in table 7.9 in chapter seven %%hich correlation bcti%ccn the Imrurtsnce or dit%tcnt 
performance measures as driver for long term organisational success. 
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organisational size increases the consideration of these %ariahlc% heinr t. kcn int,, 
account increases too. 
Table (10.3)'*A summary of influence of contingent -, ariahl"Inctort of the u. e lit 
performance measures in small and large the Libyan hank. 
Variables FIN AN ('(SOm I\\(lý' I\ I R\ ` 
()MINI 
BANK SIN; S13 LB SB Ill S11 IH it 1 It %11 III 
COý11'lI' Ns Ns S \ N. S Ns 
('N; \"I I2 Ns Ns Ns Ns Ns \ý Ni Ni N. % 
'I'QNI S Ns Ns Ns Ns S Ni S Ns Ni 
s I"RA Ns Ns Ns Ns Ns Ns S S Ni No 
pl; (1 Ns S Ns S N% N% Ni $ Ns Ns 
'I'l? CII Ns S S Ns Ns % S N; N" No 
The whole model SS SS Ns S SS Ns Na 
FINAN = the use of financial measures. ('l'SONI = the u, r 4' Ik uetomer me aýurr.. INNU' - the irre of k, ummg w%%l 
innovation measures, IN1'RN = the use of internal hui nr- hrrxess, ('O I%I - the u. e of awnmumt) mesure. 
C(N1I'I"1'= Competition, CEN'IR- ('entraliat ion. 1Q%I Ii. tal yu. 1l1t. rn, u, a ltemmt. STRA- stnae ), ('I F- 
linvironmentaI uncertainty, TE('II= Technology , 
SB- small group tcink% I IN- (arge r vi' Iw*gk 9- uprrwanl 
influence/effect, Ns= insignificant influence/eflcct 
With regard to the relationships between different performance measures and 
strategy, in small sized banks, strategy was found to be insignificant %% ith four of the 
five types of performance measures. In large sized banks, it was also insignificant 
with the same four of these five performance measures types. TThses results suggest 
that applying more than one type of performance measures is not , to somewhat, 
depending on corporate strategies. This result (sho%%n in the summary in table (10.3) 
and the comments of the interviews in chapter nine) is consistent with some previous 
studies. For example, Kalagnanam and Lindsay (1998) concludc that thcrv is littlc 
present evidence that the successful use of performance measurements is 
strategically driven. In addition, lttner and Larcker's (1998) find out that cumnt 
initiatives to link long-term strategies to short-term actions have yet to prove 
successful. Moreover, Epstein and Birchard (2000) indicate that executivcs always 
have had difficulty making the systems for organisation strategy, performance 
evaluation, business- unit strategy, and reward work as one. However, this result is 
not in line with the number of previous studies which confirm the link bctwcen 
performance measurement systems and strategy. For example. Daniels and Bums 
(1997) state that performance measurement system is definitely related to strategy 
form, which has a critical element to play in the advancement of organisations. In 
addition, many authors (e. g. Merchant, 1985) suggest that there i% it %%. mt for 
" Table (10.3) summarise the results shown in tables 8.2 to 8.6 in chapter eight about the rctcI "K'n 
analysis findings for using performance measure . 
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connection between the firms' performance measurement systcnls and their strutcgics 
in order to achieve more effective control. 
In reviewing the relationships between different perfonnancc mcasures and 
organisational structure as a level of centralisation, in small and larger sired banks. 
centralisation was found to be insignificant with all the five types of pcrforntance 
measures. These results (shown in the summary in table (10.3) And the comments or 
the interviews in chapter nine) were in line with shat was found in the literature 
about the insignificance of structure, for example Johnson and Kaplan. (1987)arguc 
that justification of this insignificant relationship maybe based on the fact that today 
many organisations focus on team-working and employee participation and this may 
result in new and flexible approaches to the design of performance measurement 
system. On the other hand, Chenhall and Morris (1986) indicate that the decision 
making process depends on the level of centralisation structure and based on fonnal 
management control, while the use of non-financial pcrformance measures is 
connected essentially with the operational levels in the organisational hierarchy. 
Therefore, a change in organisation structure, with the greater use of team-based 
structures would lead to a greater reliance on non-financial information (Baines and 
Langfield-Smith, 2003). On the other hand, the results arc not consistent with a 
number of previous studies which mentioned that structure is an important clement 
for use of performance measurement, as such as, Thompson (1967) highlights the 
importance of the structure for any organisation by stating that, structure refers to 
internal patterns of organisation relationships; in addition, Wang and Abmcd (2003) 
conclude that the current dynamic environment inevitably raises the importance of 
organisational structure. This importance is to develop new types of organisational 
forms that facilitate knowledge management, in particular knowledge flow. 
Furthermore, Piercy and Cravens (1994) state that the current vulnerable global 
circumstances (i. e. intense competition, instable political systems, rapid technology 
amongst others) lead to development of structure as part of the solution for cffcctivc 
control. 
It was also found that competition is significant with only two types orpcrfonnancc 
measures; namely, customer measures and internal business process in small sited 
banks, see the summary in table (10.3). On the other hand. in large sized banks, 
competition is insignificant with all types of performance measures. Ilo%sc cr, 
results from interviews, see the comments of the interviews in chapter nine, raise 
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another important point related to the competition factor in Libya. Whilst the vast 
majority of the interviewees agreed on the importance of competition. they 
highlighted that the competitive environment in Libyan banks is at transition to 
competition or low competition because many banking activities are still the u 
monopoly from the Central Bank of Libya, the standardised nature of their services 
or the slow progress of the privatisation program for large public banks in Libya. 
The result in this study suggests that the competition is not really one of the motives 
that played a significant role in the use of financial and non financial performance 
measures. This finding is in line with what Hussain and Gunasekaran (2002) %shich 
indicate that where competition is not high, banks may not need to think of non 
financial performance measures like customer satisfaction as much, but increases 
must be considered of high competition in which there is risk of losing customers 
exists. 
Surprisingly, this finding is not in agreement with a broad set of previous findings or 
statements in the literature (see, for example, Johnson and Kaplan. 1987; Fitzgerald 
et al, 1991; Fisher, 1992; Hemmer, 1996; Brignall, 1997; Inner and Larckcr, 1998; 
Neely, 1999; Hussain and Hoque, 2002; Cooper and Ezzamcl 2004; Ilussain, 2005; 
Abdel-Maksoud, 2008; Laitinen, 2006; O'Connor et al, 2008). 
Technology was introduced as a major explanatory variable of the effectiveness omn 
management accounting system (see for example; Daft and Macintosh, 1978; Otley. 
1980). In large sized banks, this factor was found to be significant with two types or 
performance measures; namely, customer and innovation and learning measures. 
However, technology was found to be a significant variable with two t)PCs of 
performance measures in small sized banks, namely, financial and internal business 
measures. These results regarding technology (sec in table (10.3) and the comments 
of the interviews in chapter nine) were in line with other studies conducted in the 
field of management accounting techniques using a contingency approach (e. g. 
Ezzamel, 1990; Libby and Waterhouse, 1996; Iloque and James, 2000,1lussain and 
Gunasekaran., 2002). In addition, the results on the influence of technology were In 
line with previous studies conducted in this area that provided some evidence to 
indicate that organisational size is an important factor in making a firn adopt new 
technology (Yao et at., 2003; Khazanchi, 2005). 
The results of the significance of technology with customer and innovation and 
learning measures in large sized banks %%-cre consistent with other studies. For 
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example, Hussain and Gunasekaran (2002) argue that, in banking industry, 
technology has had an impact on measuring as well as improving non financial 
performance. The bank uses a high level of technology that can be tracked many non 
financial aspects like quality services and customer, by offering cheaper and timelier 
services to fulfil customers' demands in banks, however, technology would not be 
used if competition was not so high. In addition, Mulani and Lee (2001) states that 
Dell Computer Corporation applies technology to satisfy customers. The company 
utilises technology that includes using the internet to view Dell's requirements, , and 
confirm their ability to meet delivery requirements. This shows that the alignment 
between information technology and manufacturing practices enhances the abilities 
of companies to meet and satisfy their customers. 
Furthermore, Srinivasan et at. (1994), Gupta and Somers (1996), and Sakakibara ct 
at. (1997), amongst others, state that large firms that develop advanced production 
technologies are better aligned to performance measures such as customer 
satisfaction and short manufacturing lead times. 
The management accounting literature has supported the idea that organisations 
implementing total quality management initiatives are associated with a greater use 
of non-financial performance measurements (Banker et al., 1993; Perera et at., 
1997). Dale et al., (1997) argue that today's global competitive markets require 
improved quality of services with a focus on the customer's issue, and total quality 
management refers to the ability to achieve and sustain a continuous improvement 
through customer satisfaction, quality and participation (Johnson and Kaplan, 1987). 
In table 10.3 indicates that the use of total quality management has an impact on the 
use of performance measures in large and small sized banks. This result is consistent 
with previous studies (see e. g. Chenhall,. 1997; and Sim and Killough,. 1998) who 
argue that the application of total quality management strongly associated with the 
use of non-financial performance measures. Based on the above arguments and 
findings, it can be concluded that the extent of usage of TQM plays a major role in 
using more non-financial performance measurements. In this context, Bhimani 
(1994) provided evidence from UK organisations that the adoption of TQM was 
matched with the usage of non-financial performance measures. 
Environmental uncertainty is found to be significant with the use of financial, 
customer and internal business process measures in large sized banks. On the other 
hand, this significance has decreased in small sized banks to be insignificant with the 
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environmental uncertain (shown in the summary in table (10-3) and the comments of 
the interviews in chapter nine). 
Interpreting the contradictory results is somewhat difficult, taking into consideration 
that earlier studies have confirmed the positive relationship between environmental 
uncertainty and the use of financial and non-financial performance measurements 
(e. g. Govindarajan, 1984). 
In general, the literature shows that there is evidence about the impact of uncertainty 
of the economic environment on the type of performance measures to be used. Some 
of the studies (e. g. Chenhall and Morris, 1986, ßrignall, 1997, Morissette, 1998, and 
Hoque, 2004) found that confirmed that non financial measures are suitable for 
measuring performance under the effects of the high levels of uncertainty. On the 
other hand other studies (e. g. Lynch and Cross, 1995 and Hussain and I loque, 2002) 
found that organisations facing a high level of economic uncertainty are likely to use 
financial performance measures to a greater extent than non financial performance 
measures. However, an empirical study by Verbeeten (2004) revealed that 
environmental uncertainty has no impact on the usage of financial and non-financial 
performance measures. 
Therefore, this research finding is consistent with previous studies that confirm the 
effect of environmental uncertainty of the use performance measures (whatever the 
type). 
10.3 Research Contribution 
On the light of the literature review and based on the findings of this study, this 
study contributions are: 
Firstly, it is important to note that most previous research is theoretical in nature or is 
primarily practitioner based case-studies. This research has however been empirical 
utilising multiple research methodologies in order to gain a clearer picture and 
increase understanding by providing theoretical framework of how performance 
measures operate and what are the contextual factors that may impact on 
performance measurement processes in transitional economics. Thus, this research 
adds a broader dimension to current literature about performance measurement in the 
banking sector, and contributes to bridge the gap in literature the developing 
countries, namely Libya. 
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Secondly, in order to address the criticisms about the use of balanced scorecard's 
measures which are limited to four pillar measures which do not take into account of 
all of an organisation's stakeholders (Norrekkit, 2003; Gering and Vcnkatramen, 
2000; Clarke, 1997; Kaplan and Norton, 1996). Consequently this study examines a 
wide' range of financial and non financial measures including community 
performance measures within different categories in Libyan banks (e. g. state-owned, 
private, commercial, specialised, small and large). Therefore, this study is 
theoretically original in that it provides support for the research that has been 
suggested, or response to call made by scholars (e. g. Bruggeman and Slagmulder, 
1995) that the use of measures relates to community within performance 
measurement systems is essential needed. 
Thirdly, this study applied contingency theory to performance measurement that 
researchers have argued offers a representation of impact of internal and external 
contextual factors on the organisational systems. It was expected that the outcome 
would be more true to the literature by presenting useful analytical way to 
understanding the effect of the contextual factors of the use of performance 
measurement. Furthermore, much of the literature (e. g. Waterhouse and Tiessen, 
1978; Otley, 1980; Innes and Mitchell, 1990; Fisher, 1995; Jermias and Gani, 2005; 
Zarzecki, 2005) has criticised broad singular contextual factors in relation to 
performance measures. Therefore, in order to avoid this, this study provides 
empirical evidences by bringing together different contextual factors in order to 
build a unifying framework of clearly defined contextual factors and establish their 
impact on performance measures. 
Fourthly, this study used multiple methodologies: with regard to statistical 
techniques, the study employs descriptive analysis, sample t-test, independent t-test, 
One Way ANOVA, factor analysis, correlations, and regression analysis. A 
combination of use these techniques are rarely found in the existing literature 
especially in the developing economies. While data collection techniques, this study 
has utilized triangulation approach by combining the questionnaire survey, 
unstructured interviews, focus groups, interviews and archival methods, for an in- 
depth investigation of this topic at the top and middle managerial levels( i. g. Chief 
Executive Officer, Branch Manager, and Senior Manager). This combination of data 
collection provides an analytical comprehensive insight and gives a better 
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explanation of the research problem, which is the main driver for choosing the 
appropriate research methods rather than concentrating on scoring epistemological 
points (Dawson, 1994; Burns, 2000). 
Finally, this study is a pioneering attempt in examining in deep the case of 
performance measures from contextual side. As there have not been previous studies 
conducted in Libyan banks regarding performance measurement systems. So, the 
study assessed the growing importance of the banking sector in Libya as it is being 
the lifeblood of the Libyan service industries, the banking sector in Libya has the 
potential to contribute greatly to the process of economic diversification. If allowed 
to operate in a deregulated and competitive environment, Libyan banks will have to 
adopt effective strategies to satisfy their customers. Therefore, the current study 
provide a need contribution which will benefit academics and practitioners 
(managers and investors). In addition, non-bank managers as well as managers of 
banks in other countries may benefit from the findings of this study, especially in 
organizations where performance measurement systems is a strategic objective. The 
results of the study could be used as a benchmark by which other services 
organizations or other banks may compare with their use of performance measures. 
10.4 Scope and limitations 
Like any research study, this research has some limitations, such as: 
- The sample of this study was limited to the banking sector in Libya. The results of 
the study, therefore, may not be generalisable to other sectors, which are different in 
many aspects such as the nature of products, and consumer needs. For example, the 
results may be irrelevant to services organisations such as that working in the 
communication and education sectors, or health sector. 
- This study also limited the investigation to Libyan banks, therefore, foreign-banks in 
Libya were not surveyed. In addition, another constraint of the current study is the 
organisational size, which was determined by only the small and large sized banks, 
thus, results of this research might not be applicable to those of medium sized banks. 
- The normal limitations associated with the data collection methods in this research 
were questionnaire and semi-structured interviews that represent the most common 
forms of empirical research in management accounting, which is in agreement with 
Shields (1997) and Abernethy et al. (1999). Both methods were used in this study, 
the mailed questionnaire provides a cost-effective method of collecting a large 
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quantity of data that avoids interviewer bias (Roberts, 1999). 1 lowcvcr, it has its own 
weaknesses such as the lack of the ability to clarify to respondents the interpretive 
difficulties with the design of the questionnaire (e. g. sophisticated terns). 
- Although, the low adjusted RI for some regression models suggests that additional 
explanatory variables could be added to these models to improve their explanation of 
performance measures' variation. But the study do not capability identifying and 
including all the contingent factors that may influence performance measurements in 
Libyan banks (e. g. culture, management style, nature of banking services), for cost 
and time reasons. 
- This study as cross-sectional survey research, so, the common limitation is for 
collected data at a single point in time, should be taken into consideration. A 
longitudinal study may support in understanding how performance measures use 
develop within organisations and how some variables might affect the use of these 
measures. 
Notwithstanding these limitations, this is the first exploratory study to investigate the 
use of financial and non financial measures and factors that influence these measures 
in Libyan banks. Therefore, it provides evidence of the state of financial and non 
financial performance measures in Libyan banks, and highlights the influence of 
some contingent variables on these measures. The study is a starting point for further 
investigations and analysis of performance measurements in Libya. 
10.5 Recommendations for Future Research 
The directions for future research of this study mainly come from the limitations of 
this study. The present study is the first attempt to investigate the use of financial 
and non financial measures in banking sector in Libya and to confirm a formal 
theory based on this phenomenon. This study used a contingency theory 
methodology and the mixed method. The study developed its substantive objectives 
and the cross analysis produced the findings. These findings form the basis for future 
research. Libyan banks' managements could take the finding of the study as a guide 
for developing an integrated performance measurement system if they wish to 
develop banks' performance in the Libyan environment. Moreover, during the 
development of this theory many possibilities for future research were revealed 
including the following: 
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- These directions concern how other variables may be rclcvant to the model. 
Additional research is needed to figure out whether there arc some additional 
intervening and/or moderating variables that might affect the relationship between 
the contingent variables and the use of performance measures. For example, in this 
study, -the relationships between the previously mentioned contingent factors and 
performance measures were investigated with the exclusion of the culture variable. 
This factor was excluded from the study of the contingent factors since it is an intra- 
country study and it was assumed that this excluded factor is country specific and 
remains relatively constant over time, which is consistent with other previous studies 
such as Hassabelnaby et al. (2003). However, it might be fruitful to take this factor 
into consideration in future researches as the culture of the same society might 
change over a long period of time. 
- This study used mainly large-scale survey that emerged from analysing the sample 
by comparing the similarities and differences are considered as the main findings of 
this research study. Future research as longitudinal research is needed in order to 
determine whether the time has an influence over the magnitude of contingent 
variables that affect the use of performance measures. 
- Some differences in the findings between different banks (commercial and 
specialised banks) may become similarities and not appear as differences if more 
studies are conducted. Therefore, more studies need to be conducted. 
- The use of financial and non financial measures has not been researched in other 
parts of the Libyan sectors. Specifically, there is a need for future research to provide 
a broad overview of the use of financial and non financial measures in service sector 
and/or each of the other Libyan economic sectors. The findings of those studies 
would help to describe the state of the use of financial and non financial performance 
measures in these sectors and provide an opportunity for comparing the findings and 
determine the similarities and differences in the use of financial and non financial 
performance measures between these sectors in Libya. 
- The present study was conducted when Libya was entering a transitional period as a 
result of the applicant of Libya to join the WTO, the process of privatisation, the 
ending of the US and UN sanctions, implementation of the National Payment System 
and other economic changes. Therefore, there is a need for future work to study the 
state of the use of financial and non financial performance measures in Libya after 
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passing through this stage of development to rind if there arc any further changes. In 
a developing country such as Libya, it is appropriated to study the privatised banks 
before and after privatisation, as the results of privatisation programs arc still mixed. 
- Further research is also recommended to target employees level to be respondent, in 
order to trace differences in perceptions for different levels of staff of the same 
banks, in addition, do these differences affect the use of performance measures. 
- This exploratory study was conducted in Libyan banks and a similar study could be 
undertaken to examine this phenomenon in other countries of the Arab world such as 
the CFC, this would also enable a comparison to be made, which may help to 
determine whether or not there are any findings specifically related to the Libyan 
environment and also, whether or not there are any cultural, economic and political 
factors influencing the use of financial and non financial performance measures. 
10.6 Conclusion 
The main purpose for conducting this research was the gap in performance 
measurement systems literature in developing countries as in the case of Libya. 
performance measurement systems and the contingency approach literature were 
mainly carried out in developed countries and carried out by western researchers. 
Developing countries are engaged in development programs, for instance the 
privatisation programme in Libya, which is a reason as such to investigate the effect 
these programs have on management practices. 
In this regard, Shoib and Jones (2003) indicate that more research is needed in the 
developing countries because of today's increasingly complex and flourishing ofthe 
economic globalization. They added that it would seem important to recognize 
diversity and promote learning both in and between developed and developing 
contexts. Thus, it was suggested that studies in this part of the world need to be 
conducted and further research needs to be undertaken in these emerging and 
developing nations. 
The performance measurement system as a strategic tool is very important which 
allows firms to achieve important objectives (e. g. the need to sustain an 
organisation's capability to create value within an increasingly competitive 
marketplace). Thus, the contribution of this research to performance measurement 
systems literature is twofold; firstly, it provides evidence about the current 
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application of performance measures in the small and large sized banks in Libya. 
Secondly, it determines the factors that might affect the use of these performance 
measures. 
Through a series of qualitative and quantitative studies in the Libyan banking 
industry post the openness in Libyan environment that took place since 1990s, this 
study shows that contextual factors play a key role in the choice of performance 
measurement systems. 
Specifically, three techniques are presented to support this argument. The first 
technique uses several classifications to the sample of banks used within study (the 
type of orientated strategy, type of ownership, type of business, size of bank) to 
identify the particularities / characteristics of the Libyan banks to make some 
predictions about the type and application of performance measures utilised by these 
banks. Results from this research show that bank managers identified their banks 
strategy as prospector, defender or analysers, and they classified their banks 
ownership as owned-state and private, also they categorized banks type of business 
as commercial and specialised, finally they labelled banks size as small and large. 
The outcome of this part of research shows that financial measures are still heavily 
adopted as the main types which are used for performance measurement purposes 
and paying a little attention to the tendency to use non financial measures (customer 
and learning and growth) from prospector, commercial, private and large banks to 
use measures to evaluate performance and multiple purposes. In addition, this part of 
research indicates that there are significant differences in the use of performance 
measures between some banks in each classification, as there is a significant 
difference between prospector and defender banks regarding the use of financial and 
non financial measures, also commercial and specialised banks are significant 
difference in choice and use performance measures, and the same among private and 
state owned can be noted 
The findings of this study reveal that the majority of the Libyan banks are applying 
some levels of non financial performance measures with the financial measures. 
Although, it is not likely to differentiate from this study whether these non financial 
performance measures are a part of an established performance measurement system 
used in the Libyan banks, at least the findings show the importance of the use of 
these measures for the banking sector, which help in the adaptability of the bank to 
different internal and external factors. Libyan banks use a complementary mix of 
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different financial and non financial control systems. In addition, Libyan banks must 
adapt their control system by empowering workers and linking compensation 
rewards to quality results. Subject to the limitations of the study, this study found 
evidence to support the contingent nature of the performance measurement literature. 
As such, it contributes to that literature and provides an indication of how the 
literature might develop. 
All the contingent variables selected, except organisational structure "centralisation" 
and competition, in this study; namely, strategy, technology, total quality 
management, and environmental uncertainty proved to be significant with, at least 
two out of five, the use of performance measures in large sized banks. All contingent 
variables, except organisational structure "centralisation and environmental 
uncertainty, namely strategy, competition technology, total quality management 
proved significant for the use of performance measures in small sized banks. 
However, only community measures have not been affected by any of the contingent 
variables in small and large banks. Organisational size, as the intervening variable in 
this study, has a major influence on the results between small and large sized banks 
for competition and environmental uncertainty, therefore, size does matter in this 
context. 
In addition, this research, as a contingency-based piece of work, adds valid empirical 
evidence of the use of the contingency approach as a theoretical framework in 
performance measurement systems studies. A thorough review of management 
control systems and contingency theory literature was undertaken. Fisher (1998) 
states that contingency theory supposes that the design and use of control systems is 
dependent on the context of the organisational setting in which these systems 
operate. He also adds that if a company is to achieve a better match between its 
control system and the contingent factors, better organisational performance would 
be achieved. 'A contingent variable is relevant to the degree that businesses that 
differ on that variable also exhibit major differences in how control attributes or 
actions are associated with performance (Fisher, 1998). He also stresses the 
existence of many contingent variables to the extent it is very difficult for a single 
study to take them all into account; however, he states that some contingency 
variables will dominate other contingency variables. In the same vein, Donaldson 
(2000) states that contingency theory of organisations holds that the organisational 
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characteristics need to fit the level of the contingency variables of the organisation 
for that organisation to have high performance. 
This research constitutes one of the first studies to offer empirical evidence on the 
impact of this number of contingent variables on different performance measures all 
together in one piece of work on developing countries, in particular, Libya. Arier a 
thorough review of the broad performance measurement systems literature, it was 
revealed that some variables are of paramount importance to any management 
control systems research. The specific contingent factors selected in this study were 
strategy, centralisation, competition, technology, total quality management, 
environmental uncertainty and organisational size. The identification of these 
contextual variables potentially implicated in the design of management control 
systems, which was addressed in many contingency-based studies. Chenhall (2003) 
stated, 'in considering management control systems research since 1980, it is 
apparent that key variables, such as environment, technology, structure, management 
style and size, have been confirmed as descriptors of fundamental, generic elements 
of context'. He also added that recent research (e. g. Langfield-Smith, 1997) has 
considered the relevance of additional contextual variables to the design and use of 
management control systems, such as the role of strategy that was addressed in the 
most important new stream of literature. 
This research applied the triangulation concept and provided further evidence that 
using both quantitative and qualitative methods in a single piece of research as 
complementary approaches. The survey was distributed to 345 managers of small 
and large banks in Libya achieving a 40.7% acceptable response rate. This was 
followed by 18 semi-structured interviews, which provided further evidence that 
support the confidence in the results of this research. Triangulation can be seen to 
reduce personal and methodological biases, which is in line with Decrop (1999), who 
states that the use of multiple methods might provide a means of not only achieving 
the objectives of generalisability and limiting interview bias but also of enhancing 
the meaningfulness of the measures to those completing the survey. Abernethy et al. 
(1999) point out that triangulation of research methods has much to offer as it helps 
in minimizing the bias of using one method solely. Peters (2002) states that the use 
of complementary forms of methodological approaches, such as surveys and semi- 
structured interviews, could be balance the limitations and the biasness of using a 
single method. Bryman (1984) suggests that all research methods have costs and 
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benefits; therefore, a researcher generally finds it best to use some combination or 
mixture of methods. For example, semi-structured interviews provide a closer 
involvement of researchers that yield richer and more complete data. I lowcvcr, this 
closer involvement of the researchers might cause a level of personal bias concerning 
the interpretation of interviewees' opinions and inferences. lie points out that 
triangulation implies that a better overall view of reality is achieved when a social 
survey is linked to qualitative methods such as semi-structured interviews. 
Triangulation enables the researcher to check the possible drawbacks of a particular 
method in order to discern whether any inherent bias is present. 
This study addressed the status of the use of performance measures in banks in 
Libya, in addition, it explored the contingent factors that might have an influence on 
the use of these performance measures; as such, the study contributes on two levels, 
namely, in application and in academic literature. 
In application, this study allows Libyan banks to develop and evaluate their 
performance measurement systems by identifying the factors that lead to take into 
their consideration when designing and using their performance measurement 
systems. In addition, this study improves our understanding of current management 
accounting practices in Libya, which in turn, would be of interest to Libyan and 
foreign, whether current and/or potential, investors who consider starting/managing 
their businesses in the Libyan environment. Thus, this study can be of significance to 
managers of banks and Libyan and foreign investors. 
This study contributes to the literature of performance measurement systems in that 
it helps researchers recognize whether differences in management accounting 
practices between developed and developing countries have been decreasing over the 
past few years. In addition, this study is the first to take all these key contingent 
factors, namely, strategies; centralisation, competition, total quality management, 
technology, environmental uncertainty and organisational size to identify their effect 
on the extended model of the balanced scorecard that includes five performance 
measures (financial, customer, internal business, innovation and learning and 
community measures). 
In general, the results of this research lead to several recommendations. The research 
findings encourage Libyan banks to follow an adaptive performance measurement 
system, which assumes that banks should adapt continuously in reaction to changes 
in different environmental conditions (e. g. change in strategy). This could prevent 
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these systems from becoming obsolete and dysfunctional as external or internal 
conditions change. This recommendation is in line with Slagmulder (1997) who 
states that the design of management control systems must be sufficiently flexible so 
that new control mechanisms (either formal or informal) can be developed to 
adequately handle decisions when situations are encountered that cannot be dealt 
with by the existing formal management control systems'. Moreover, Miles and 
Snow (1978) state that organisations must constantly change and refine their systems 
by which they accomplish their purposes-rearranging their stricture of roles and 
relationships and their decision making and control processes. And for these banks to 
do so, they can benefit from similar practices developed by Anglo-American firms. 
The final recommendation emerged from the interviews. Participants claimed that to 
help the banks working in the Libyan environment to utilise management control 
systems, some governmental actions are required. They gave examples such as 
enhancing the consistency and improving transparency in the application of reforms 
and regulations, strengthening and enforcing of the laws in order to put in the 
corruption in the country and maintaining certain policies to encourage and attract 
local and foreign investment. 
307 
Bibliography 
Bibliography- 
A NAHM, VONDEREMBSE, M. & KOUFTEROS, X. (2003) The impact of 
organizational structure on time-based manufacturing and plant performance. Journal of 
Operations Management 21,281-306. 
AAA (1975) Report of the committee on non-financial measures of cffcctivencss. 
American Accounting Association. Sarasota, Flo. 
ABBAS, Ji. (1987) Industrial Development and Migrant Labour in Libya. Blanchester 
University. Unpublished PhD thesis. 
ABDALMALEK, -. J. (2004) The development of banks in Libya. Bulletin of Commerce 
and Development, 30 (In Arabic). 
ABDEL-MAKSOUD, A., ASADA, T. & NAKAGAWA, M. (2008) performance 
measures, managerial practices and manufacturing technologies in Japanese manufacturing 
firms: state-of-the-art. Int. J. Business Performance Management 10,1-16. 
ABDEL-MAKSOUD, A., DUGDALE, D. & LUTIIER, R. (2005) Non-financial 
performance measurement in manufacturing companies. The British Accounting Review 
37,261-297. 
ABERNETHY, M. & LILLIS, A. (1995) The impact of manufacturing flexibility on 
management control system design. Accounting, Organizations aril Society, 20,241-258. 
ABERNETHY, M. A., CHUA, W. F., LUCKETT, P. F. & SELTO, F. 11. (1999) Research 
in Managerial Accounting: Learning from Others' Experiences. Accounting and Finance, 
39,1-27. 
ADAMS, C. & ZUTSHI, A. (2004) Corporate Social Responsibility: Why Business 
Should Act Responsibly and Be Accountable. Australian Accounting Review, 14,31 - 39. 
AL-ENIZI, F. M. N., JOHN, I., KOUIIY, R. & AL-ZUFAIR, A. M. (2006) Non-Financial 
Performance Measurement in the banking sector: four grounded theory case studies. 
International Journal ofAccounling, Auditing and Performance Evaluation, 3,362-385. 
ALFAITORI, A. (2004) The state role in privatisation process. The Privatisation in Libyan 
Economy Conference, The Economic Research Centre. Benghazi (in Arabic). 
ALFAITORI, A., ALTUBOLI, A. & ALFARSI, A. (2002) The Libyan Economy in 2002. 
The Economic Research Centre, Benghazi (in Arabic). 
ALKIZZA, A. A. (2005) The Impact of Business Environment on Management 
Accounting Practices: Libyan Evidence. Management School. Liverpool, The University 
of Liverpool. 
ALMAJBERI, F. (2003) The relationship between the financial growth and economic 
development: the case of Libya economy (1986-2000). Journal of Economic Research, 14, 
104-120 (in Arabic). 
AMARATUNGA, D. & BAIDRY, D. (2003) A conceptual framework to measure 
facilities management performance. Property Management, 21,171-189. 
309 
Bibliograph y-------------- 
AMARATUNGA, D., BALDRY, D., SARSHAR, M. & NEWTON, R. (2002) 
Quantitative and qualitative research in the built environment: application of mixed 
research approach. Mork Study, 51,1-19. 
AMBURGEY, T. L. & DACIN, T. (1994) As the left foot follows the right? The dynamics 
of strategic and structural change. Academy of Management Journnal, 37,1427-1452. 
AMIR, E. & LEV, B. (1996) Value relevance of nonfinancial information: The wireless 
communication industry. Journal ofAccounting and Economics, 22,3-30. 
ANDERSON, S. & LANEN, W. (1999) Economic transition, strategy and the evolution of 
management accounting practices: the case of India. Accounting, Organizations and 
Society, 24,379-412. 
ANDERSON, S. W., FORNELL, C. & LEHMANN, D. R. (1997) Customer satisfaction, 
market share, and profitability: findings from Sweden. Jouri: al of Marketing, 58,53-66. 
ARNO, V. R., PAULUS, A., MERODE, F. 
care management: applying control theory 
Medicine, 13,390-404. 
V. & MUR"VEEMAN, I. (1999) Integrated 
to networks. Journal of Management in 
ATKINSON, A., WATERHOUSE, J. & WELLS, R. (1997) A stakeholder approach to 
strategic performance measurement. Sloan Management Review, 38,25-37. 
AZOFRA, V., PRIETO, B. & SANTIDRIAN, A. (2003) The usefulness of a performance 
measurement system in the daily life of an organisation: a note on a case study. The British 
Accounting Review, 35,367-384. 
BABER, W., DANIEL, P. & ROBERTS, A. (2002) Compensation to managers of 
charitable organisations: An empirical study of the role of accounting measures of program 
activities. The Accounting Review, 77,679-693. 
BAIMAN, S. (1990) Agency Research in Managerial Accounting: A Second Look. 
Accounting, Organizations and Society,, 15,341-371. 
BAINES, A. & LANGFIELD-SMITH, K. (2003) Antecedents to management accounting 
change: structural equation approach. Accounting, Organizations and Societ}, 28,675-698. 
BAIT-EL-MAL, M. M. M., SMITH, C. H. & TAYLOR, M. E. (1999) The development of 
accounting in Libya. International Journal of Accounting, Auditing and Performance 
Evaluation, 8,83-101. 
BAKAR, M. M. (1997) Accounting and the economic development of oil and gas in 
Libya: historical review, theoretical analysis and empirical investigation, Unpublished 
PhD thesis. University of Dundee. 
BALKIN, D. B. & GOMEZ-MEJIA, L. R. (1987) Toward a contingency theory of 
compensation strategy. Strategic Management Journal 8,169 - 182. 
BANKER, R., CHANG, H., JANAKIRAMAN, S. & KONSTANS, C. (2004) A balanced 
scorecard analysis of performance metrics. European Journal of Operational Research, 
154,423-436. 
310 
Bibliograpliy----------__. wý_________.... ý.. ý.. _. _... ý...... _.. ý»..... _ 
BANKER, R., JANAKIRAMAN, S. & KONSTANS, C. (2001) Balanced scorecard: 
linking strategy to performance, FEI, Research Foundation. 
BANKER, R. D. & DATAR, S. M. (1989) Sensitivity, Precision, and Linear Aggregation 
of Signals for Performance Evaluation. Journal ofAccounting Research, 27,21-39. 
BANKER, R. D., POTTER, G. & SRINIVASAN, D. (2000) An empirical investigation of 
an incentive plan that includes non-financial performance measures. The Accounting 
Review, 75,65-92. 
BARCHAN, M. (1998) Beyond Balance Sheet: Measuring intangible assets. Chief 
Executive, November, 66-68. 
BARSKY, N. & BREMSER, G. IV. (1999) Performance measurement, budgeting and 
strategic implementation in the multinational enterprise. Afanagerial Finance, 25. 
BEHIN, B. & RILEY, R. (1999) Using nonfinancial information to predict financial 
performance: The case of the U. S. airline industry. Journal of Accounting, Auditing, and 
Finance, 14,29-56. 
BEHN, D. R. (2003) Why Measure Performance? Different Purposes Require Different 
Measures. Public Administration Review, 63,586-606. 
BERENSON, M. L. & LEVINE, D. M. (1992) Basic Business Statistics: Concepts and 
Applications, , New Jersey., 
Prentice Hall, Inc, Englewood Cliffs. 
BERGERON, F., RAYMOND, L. & RIVARD, S. (2001) Fit in strategic information 
technology management research: an empirical comparison of perspectives. The 
International Journal of Management Science, 29,125-142. 
BHIMANI, A. (1994) Monitoring performance measures in UK manufacturing companies. 
Management Accounting (UK), 72,34-37. 
BHIMANI, A. & PIGOTT, D. (1992) Implementing ABC: a case study of organizational 
and behavioural consequences. Management Accounting Research, 3,119-132. 
BIEMA, V. M. & GREENWALD, B. (1997) Managing our way to higher service-sector 
productivity. Harvard Business Review, July-August, 87-95. 
BITITCI, U. S., NUDURUPATI, T. T. & CREIGIITON, S. (2002) Web enabled 
performance measurement systems. International Journal of Operations & Production 
Management 22,1237-1287. 
BLAIKIE, N. (1995) Approaches to Social Enquiry, Cambridge, UK, Polity Press. 
BLAU, P. M. (1972) Interdependence and hierarchy in organisations. Social Science 
Research, 1,1-24. 
BLOOM, M. & MILKOVICH, G. T. (1998) Relationships among Risk, Incentive Pay, and 
Organizational Performance. Academy of Afanagement Journal, 41,283-297. 
BNPPARIBA, B. (2009) Sahara Bank and BNP Paribas organize first Trade Finance. 
Conference in Libya Available online from: 
311 
Biblioärnrhy-----------------------------------_. __. _ _... ___--. __. _--- 
httn: //www. bnpparibas. conz/en/netivs/etivent. s. asp? Co(le=LPOI- 
7DKGAD&Key=Sahara%20Bank%20and%2OBNP%2OParihas%20organlzc%20Eirst%20 
Trade %20Finance%20Con1erence%201n%20Libra Accessed on 18th March 2009]. 
BOUWENS, J. & LENT, L. V. (2007) Assessing the Performance of Business Unit 
Managers. Journal ofAccounting Research, 45,667-697. 
BRICKLEY, J., SMITH, C. & ZIMMERMAN, J. (2001) The economics of organisational 
architecture. Journal of Applied Corporate Finance, 8,19-31. 
BRIGNALL, S. (1997) A contingent rationale for cost system design in services. 
Management Accounting Research, 8,325-346. 
BRIGNALL, S. & BALLANTINE, J. (1996) Performance measurement in service 
businesses revisited. International Journal of Service Industry Afanagement, 7,6-31. 
BROWNE, J. & DEVLIN, J. (2002) Performance measurement: The ENAPS approach. 
The 25th Annual Congress of the European Accounting Association Copenhagen- 
Denmark. 
BRUGGEMAN, W. & SLAGMULDER, R. (1995) The impact of technological change on 
management accounting Management Accounting Research, 6,241-252. 
BRUNS, W. & WATERHOUSE, J. (1975) "Budgetary control and organizational 
structure" in R. Chenhall, G. Harrison and D. Watson (eds. ) (1981) The Organizational 
Context of Management Accounting (Boston: Pitman). 115-138. 
BRYMAN, A. (2001) Social Research Methods, New York, Oxford University Press. 
BRYMAN, A. & CRAMER, D. (2001) Quantitative Data Analysis with SPSS Release 10 
for Windows: A Guide for Social Scientists, London:, Routledge. 
BURGESS, R. G. (1982) Field Research: a Sourcebook and Field Manual, Allen & 
Unwin. 
BURNS, J. & SCAPENS, R. (2000) Conceptualizing management accounting change: an 
institutional framework. Management Accounting Research, 1,3-25. 
BURNS, T. & STALKER, G. (1961) The Management of Innovation, London, Tavistock. 
BURR, R. & GIRARDI, A. (2002) Intellectual Capital: More Than the Interaction of 
Competence x Commitment. Australian Journal of Manageºnent, 27,77-89. 
BUTLER, A., LETZA, S. R. & NEALE, B. (1997) Linking the Balanced Scorecard to 
Strategy. Long Range Planning, 30,242-253. 
BYLES, C. M. & LABIG, C. E. (1996) Hospital strategy and its relationship to 
administrative practices and performance: a partial test of the miles and snow typology. 
Journal of Managerial Issues, 8,326. 
CASTLE, N. G. (2003) strategy groups and outcomes in nursing facilities. Health Care 
Management Review, 28,217. 
312 
---- Bibliograplly------------------- ---------------- ---------- --------- 
CAUVIN, E. & BESCOS, P. (2002) Performance measurement practices: Comparing 
French start-ups to French and American traditional firms. The 251h Annual Congress of 
the European Accounting Association. Copenhagan-Denmark. 
CHAPMAN, C. (1997) Reflections on a contingent view of accounting. Accounting, 
Organizations and Society, 22,189-205. 
CHATTERJI, A. & LEVINE, D. (2006) Breaking Down the Wall of Codes: Evaluating 
Non-Financial Performance Measurement. California Management Review, 48,29-51. 
CHECKLAND, P. (1999) Systems Thinking, Systems Practice: Includes a 30- 
yearRetrospective, UK., John Wiley and Sons. 
CHENHALL, R. (1997) Reliance on manufacturing performance measures, total quality 
management and organisational performance. Management Accounting Research, 8,187- 
206. 
CHENHALL, R. (2005) Integrative strategic performance measurement systems, strategic 
alignment of manufacturing, learning and strategic outcomes: an exploratory study. 
Accounting, Organizations and Society,, 30,395-422. 
CHENHALL, R. & KLANGFIELD-SMITH (1998) The relationship between strategic 
priorities, management techniques and management accounting: an empirical investigation 
using a systems approach. Accounting, Organizations and Society, 23,243-264. 
CHENHALL, R. & LANGFIELD-SMITH, K. (1998) Adoption and benefits of 
management accounting practices: an Australian study. Management Accounting 
Research, 9,1-19. 
CHENHALL, R. & MORRIS, D. (1986) The impact of structure, environment and 
interdependence on perceived usefulness of management accounting systems. The 
Accounting Review, 61,16-35. 
CHENHALL, R. H. (2003) Management control systems design within its organizational 
context: findings from contingency-based research and directions for the future. 
Accounting, Organizations and Society, 28,127-168. 
CHIA, A., GOH, M. & HUM, S. H. (2009) Performance measurement in supply chain 
entities: balanced scorecard perspective. Benchmarking. An International Journal, 16, 
605-620. 
CHIA, Y. (1995) Decentralization, management accounting system (MAS) information 
characteristics and their interaction effects on managerial performance: A Singapore study. 
Journal of Business Finance and Accounting, 22,811-830. 
CHILD, J. (1975) Managerial and organisational factors associated with company 
performance. Part 2: a contingency analysis. Journal of Management Studies, 12,12-27. 
CHOW, C., HADDAD, K. & WILLIAMSON, J. (1997) Applying the balanced scorecard 
to small companies. Management Accounting (USA), 79,21-27. 
313 
Bibliography --------------- --------ý_ýý_. __... ý.. __. ______. ___ .... ... ý 
CIMA (1993) Performance measurement in the manufacturing sector, London., Chartered 
Institute of Management Accountants 
CLARKE, P. (1997) The Balanced Scorecard. Accountancy Irelancl, 29,25-26. 
COBB, I., HELLIAR, C. & INNES, J. (1995) Management accounting change in a bank. 
Management Accounting Research 6,155-175. 
COHEN, L. & HOLLIDAY, M. (1996) Practical Statistics for Students, Sage 
Publications, Inc. 
COOPER, D. & EZZAMEL, M. (2004) A social analysis of the assumptions of the 
balanced scorecard: Towards a more integrated strategic performance measurement 
system. 27`" The Annual Congress of the European Accounting Association. Prague, Czech 
Republic. 
COOPER, D. & SCHINDLER, P. (2001) Business Research Methods, New York, 
Irwin/McGraw-Hill. 
COOPER, R. & KAPLAN, R. S. (1991) The Design of Cost Management Systems, 
Englewood Cliffs, N. J.: Prentice Hall 
COVALESKI, M. A. & DIRSMITH, M. W. (1996) Managerial Accounting Research: The 
Contributions of Organisational and Sociological Theories. Journal of Management 
Accounting Research, 8. 
COVIN, J. G., SLEVIN, P. D. & SCHULTZ, R. L. (1994) Implementing Strategic 
Missions: Effective Strategic, Structural and Tactical Choices. Journal of Management 
Studies, 31,481-505. 
CRESWELL, J. (2003) Research design-qualitative, quantitative, and nixed methods and 
approaches, California, Thousand Oaks, Sage Publications. 
CUMBY, J. & CONROD, J. (2001) Non-financial performance measures in the Canadian 
biotechnology industry. Journal of Intellectual Capital, 2,261-272. 
CYERT, R. & MARCH, J. G. (1963) A Behavioral Theory of the Firm, Englewood Cliffs, 
NJ: Prentice-Hall. 
DALTON, D., TODOR, W., SPENDOLINI, M., FIELDING, G. & PORTER, L. (1980) 
Organization structure and performance: A critical review. Academy of Management 
Review, 5,49-64. 
DAMANPOUR, F. (1991) Organizational innovation: a meta-analysis of effects of 
determinants and moderators. Academy of Managenient Journal, 34,555-590. 
DANIELS, R. C. & BUMS, N. D. (1997) A framework for proactive performance 
measurement system introduction. International Journal of Operations and Production 
Management, 17,100-117. 
DAVILA, T. (2005) An exploratory study on the emergence of management control 
systems: formalizing human resources in small growing firms. Accounting, Organisations 
and Society, 30,223-248. 
314 
AL 
Biblioý; 
DAWIS, R. V. (1987) Scale Construction. Journal of Counseling Psycholog, 34,481-489. 
DECROP, A. (1999) Triangulation in qualitative tourism research. Tourisat AManagement, 
20,157-161. 
DELERY, J. E. & DOTY, D. N. (1996) Modes of Theorizing in Strategic Human 
Resource Management: Tests of Universalistic, Contingency. cademy of /Management 
Journal, 39,802-835. 
DEMSKI, J. (1997) Managerial Uses of Accounting Information, Boston, MA: Kluwer 
Academic Publishers. 
DENT, J. (1990) Strategy, organization and control: Some possibilities for accounting 
research. Accounting, Organizations and Society, 15,3-25. 
DENT, J. (2001) Organisational Behaviour, In Sorge, A. and It artier, London, Thompson 
Learning. 
DEVAUS, D. A. (1991) Surveys in Social Research, London, UCL Press. 
DEW, R. & GEE, K. (1973) Management ControlI formation, Macmillan. 
Di'AZ, M. S. N., GIL, M. A. J. A. L. & MACIIUCA, J. A. D. (2005) Performance 
measurement systems, competitive priorities, and advanced manufacturing technology: 
Some evidence from the aeronautical sector 
International Journal of Operations & Production Management, 25,781-799. 
DOLL, W. & VONDEREMBSE, M. A. (1987) Forging a partnership to achieve 
competitive advantage: the CIM challenge. AMIS Quarterly, 11,205-220. 
DONALDSON, L. (1987) Strategy and Structural Performance to Regain Fit and 
Performance: in defence of contingency theory. Journal of Management Studies, 24,1-24. 
DONALDSON, L. (2000) Organisational Portfolio Theory: Performance-Driven 
Organisational Change. Contemporary Economic Policy, 18,386-397. 
DOYLE, P. (1994) Setting business objectives and measuring performance. European 
Management Journal, 12,123-132. 
DRURY, C. (1997) Management accounting for business decisions, London: Thomson. 
DRURY, C. (2002) Management and cost accounting, London, 5`h cd. Thomson. 
DRURY, C. (2004) Management and Cost Accounting, London, Thomson. 
DRURY, C. & TAYLES, M. (1994) Product costing in UK manufacturing organizations. 
The European Accounting Review, 3,443-469. 
DRURY, C. & TAYLES, M. (1995) Issues arising from surveys of management 
accounting practice. Management Accounting Research, 6,267-280. 
EASTERBY-SMITH, M., THORPE, R. & JACKSON., P. R. (2008) Management resarch 
London, Sage. 
EASTERBY-SMITH, M., THORPE, R. & LOWE, A. (2002) Management resarch : an 
introduction, London Sage. 
315 
Bibliog, raplry---------------__ý_ý_ý. __.... ___ ... __... «... 
ECCIES, R. (1991) The performance measurement manifesto. Ilartivard Business Review, 
69,131-137. 
ECCLES, R. G. & PYBURN, J. P. (1992) Creating a comprehensive system to measure 
performance. Management Accounting (US), 414. 
EISENHARDT, K. (1989) Making fast strategic decisions in high-velocity environments. 
Academy of Management Journal, 32,543-576. 
EL-GENDY, A. M. (2004) Impact of Environmental Conditions on Cost Management 
Information Systems in Egyptian Organisations. Sheffield Iiallam University, . 
EMERY, F. E. & TRIST, E. L. (1965) The causal texture of organizational environments. 
Human Relations, 18,21-32. 
EMMANUEL, C., OTLEY, D. & MERCHANT, K. (1990) Accounting for Management 
Control, London: . International Thomson 
Business Press. 
EPSTEIN, M. & MANZONI, J. (1998) Implementing corporate strategy: From tableaux 
de bord to balanced scorecards. European Management Journal, 16,190-203. 
EPSTEIN, M. J. & BIRCHARD, B. (2000) The Accountable Organization. Internal 
Auditor, 57,23-25. 
EUSKE, K., LEBAS, M. & MCNAIR, C. (1993) Performance management in an 
international setting. Management Accounting Research, 4,275-299. 
EZZAMEL, M. (1990) The impact of environmental uncertainty, managerial autonomy 
and size on budget characteristics. Management Accounting Research, 1,181-197. 
EZZAMEL, M. & HART, H. (1987) Advanced management accounting: An 
organisational emphasis, London, Cassell LTD. 
FABRIGAR, L. R., WEGENER, D. T., MACCALLUM, R. C. & STRAIIAN, E. J. (1999) 
Evaluating the Use of Exploratory Factor Analysis in Psychological Research. 
Psychological Methods, 4,272-299. 
FAYAD, M. (2003) The role of commercial banks in financing the private investment in 
Libya, Investment in Libyan economy. Conference was held at University of Grayoness, 
Libya, 8-10 July 2003 (In Arabic). 
FIELD, A. (2005) Discovering Statistics Using SPSS for Windows, London, Sage 
Publications Ltd. 
FIELDING, N. G. & FIELDING, J. L. (1986) Linking data, Qualitative research methods, 
London, Sage. 
FIRTH, M. (1996) The Diffusion of Managerial Accounting Procedures in The People's 
Republic of China and The Influence of Foreign Partnered Joint Ventures. Accounting, 
Organizations and Society, 21,629/654. 
FISHER, J. (1992) Use of non-financial performance measures. Journal of Cost 
Management, 31-38. 
316 
pa-.. --- 
FISHER, J. (1995) Contingency-based research on management control systems: 
Categorisation by level of complexity. Journal ofAccounting Literature, 14,24.53. 
FISHER, J. (1998) Contingency theory, management control systems and firm outcomes: 
Past results and future directions. Behavioural Research in Accounting, 10,47-64. 
FISHER, J. G. (1995) Use of nonfinancial performance measures. In Young, S. Al. (E(1s), 
Readings in Maniagemennt Accounting, Preirtice-Mall, Englewood Cliffs, NJ, 329-335. 
FITZGERALD, L. (1988) Management Performance Measurement in Service Industries. 
International Journal of Operations and Production hfanagement, 8,109-116. 
FITZGERALD, L., JOHNSTON, R., BRIGNALL, S., SILVESTRO, R. & VOSS, C. 
(1994) Performance Measurement in Service Businesses, London. 
FITZGERALD, L. & MOON, P. (1996) Performance Measurement in Service 1n01ustries: 
Making it Mork London. 
FLEISCHMAN, R. K. & PARKER, L. D. (1990) Managerial accounting early in the 
British industrial revolution: the Carron company, a case study. Accounting & Business 
Research, 20,211. 
FOSTER, G. & GUPTA, M. (1997) The customer profitability implications of customer 
satisfaction. Working paper. Stanford University and Washington University. 
FOX, R. J., CRASK, M. R. & KIM, J. (1988) Mail survey response rate: A metaanalysis 
of selected techniques for including response. Public Opinion Quarterly, 52,467-491. 
FRANCO-SANTOS, M. & BOURNE, M. (2005) An examination of the literature relating 
to issues affecting how companies manage through measures. Production Planning cý 
Control 16,114-124. 
FRAZER, L. & LAWLEY, M. (2000) Questionnaire Design and Administration, Sydney, 
John Wiley & Sons Australia. 
FULLERTON, R. R. & MCWATTERS, C. S. (2002) The role of performance measures 
and incentive systems in relation to the degree of JIT implementation. Accounting, 
Organisations and Society, 27,711-735. 
GALBRAITH, J. R. (1973) Designing Complex Organisations, Reading, MA, Addison- 
Wesley. 
GEANURACOS, J. & MEIKLEJOIIN, 1. (1993) Performance measurement: the new 
agenda, Business Intelligence, London. 
GERDIN, J. & GREVE, J. (2004) Forms of contingency fit in management accounting 
research-a critical review. Accounting, Organizations and Society, 29,303-326. 
GERING, M. & ROSMARIN, K. (2002) The do's and do not of balanced scorecard. 
Accountancy SA; Johannesburg, Oct, 18-19. 
GERING, M. & VENKATRAMEN, G. (2000) Getting to the heart of corporate 
performance. Accountancy SA; Johannesburg, Sep. 
317 
Biblioi; rapli fý----------------ý. ýýý_____. _ 
GHALAYINI, A. & NOBLE, J. (1996) The changing basis of performance measurement. 
international Journal of Operations & Production Management, 16,63-80. 
GHOBADIAN, A. & ASHWORTH, J. (1993) Performance Mcasurcmcnt in Local 
Government-Concept and Practice. International Journal of Operations and Production 
Management, 14,35-51. 
GIANNETTI, R., MARELLI, A. & VITALI, P. (2002) A survey on non financial measure 
practices in Italian management accounting systems. The Annual Congress of the 
European Accounting Association. Copenhagen-Denmark. 
GLOSTER-COATES, P. & QUEST, L. (2005) Kleptocracy: Curse of Development. 
International Social Science Review, 80,3-19. 
GOLDRATT, E. M. & FOX, R. E. (1993) The fundamental measurements. Quality & 
Productivity Management, 10,37-46. 
GOMES, C. F., YASIN, M. M. & LISBOA, J. 0. V. (2007) An empirical investigation of 
manufacturing performance measures utilization The perspectives of executives and 
financial analysts. International Journal of Productivity and Performance Management, 
56,187-204. 
GORDON, L. & NARAYANAN, V. (1984) Management accounting systems, perceived 
environmental uncertainty and organization structure: An empirical investigation. 
Accounting, Organizations and Society, 9,33-47. 
GOSSELIN, L. (1997) The effects of strategy and organizational structure on the adoption 
and implementation of activity-based costing. Accounting, Organizations and Society, 22, 
105-122. 
GOSSELIN, M. (2005) An empirical study of performance measurement in manufacturing 
firms. International Journal of Productivity and Performance Management, 54,419-437. 
GOVINDARAJAN, V. (1984) Appropriateness of Accounting Data in Performance 
Evaluation: An Empirical Examination of Environmental Uncertainty as an Intervening 
Variable. Accounting, Organisations and Society, 9,125-135. 
GOVINDARAJAN, V. (1988) A Contingency Approach to Strategy Implementation at the 
Business-Unit Level: Integrating Administrative Mechanisms with Strategy. he Academy 
of Management Journal, 31,828-853. 
GOVINDARAJAN, V. & GUPTA, A. (1985) Linking control systems to business unit 
strategy: impact on performance. Accounting, Organizations and Societ, 10,51-66. 
GRANLUND, M. & LUKKA, K. (1998) It's a Small World of Management Accounting 
Practices. Journal of Management Accounting Research, 10,153-179. 
GUENTHER, T. & GRUENING, M. (2002) Measuring performance: A cross-sectional 
empirical survey. The 251h Annual Congress of the European Accounting Association. 
Copenhagen-Denmark. 
318 
Bibliography---------- _. __. _. _ ____.. . __.. ý .. ý.. _.. ý. ý.. ý..... ý.. __. _r_ 
GUI, F. & CHIA, Y. (1994) The effects of management accounting systems, perceived 
environmental uncertainty and decentralization on managerial performance: A test of three 
way interaction. Accounting, Organizations and Society, 19,413-426. 
GUILDING, C. (1999) Competitor-focused accounting: an exploratory note. Accounting, 
Organizations and Society,, 24,583-595. 
GUPTA, A. (1987) SBU strategies, corporate-SIU, and SBU effectiveness in strategy 
implementation. Academy of Management Journal, 30,477-500. 
GUPTA, Y. P. & SOMERS, T. M. (1996) Business Strategy, Manufacturing Flexibility, 
and Organisational Performance Relationships: A Path Analysis Approach. Production 
and Operations Management, 5,204-233. 
HAIR, J., BABIN, B., MONEY, A. & SAMOUEL, P. (2003) Essentials of Business 
Research Methods, John Wiley & Sons, Inc. 
IIALDMA, T. & LÄÄTS, D. K. (2002) Contingencies influencing the management 
accounting practices of Estonian manufacturing companies. Management Accounting 
Research, 13,379-400. 
HARPER, J. (1984) Measuring Business Performance, Aldershot, I lampshire, Gower. 
HARTMANN, F. G. H. & MOERS, F. (1999) Testing Contingency hypotheses in 
Budgetary Research: an Evaluation of the Use of Moderated Regression Analysis. 
Accounting, Organizations and Society, 24,291-315. 
HASSABELNABY, H. R., EPPS, R. W. & SAID, A. A. (2003) The Impact of 
Environmental Factors on Accounting Development: An Egyptian Longitudinal Study. 
Critical Perspectives on Accounting,, 14,273-292. 
HAYAJENH, A. F., MAGIHRABI, A. S. & AL-DAIBAGII, T. 11. (1994) Assessing the 
Effect of Nepotism on Human Resource Managers. International Journal of Afanpotiwwer, 
15,60-67. 
HAYES, D. C. (1977) The Contingency Theory of Managerial Accounting. The 
Accounting Review, 52,22-39. 
HAYES, R. H. & ABERNATHY, W. J. (1980) Managing our way to economic decline. 
Harvard Business Review, July-August, 67-77. 
IIELMI, M. A. (1998) measuring the Effect of Customer Satisfaction on Profitability: A 
Challenging Role for Management Accountants. National Public Accountant, 8.38. 
HEMMER, T. (1996) On the design and choice of "modem" management accounting 
measures. Journal of Management Accounting Research, 8. 
HENDRICKS, J. A., DEFREITAS, D. G. & WALKER, D. K. (1996) Changing 
performance measures at Caterpillar. Management Accounting (USA), December, 18-24. 
IIESKETT, J., LOVEMAN, T., SASSER, G. & SCIILESINGER, L. (1994) Putting the 
service profit chain to work. Harvard Business Review, March/April, 164-174. 
319 
Bihliograplip----------------------------------_. __. ___. __________. _. ___. ý . ý. ý... _ 
HILTON, R. (1999) Managerial Accounting, 4th Edition, McGraw-l lilt Companies Inc. 
IHIRSCHEY, M., RICHARDSON, V. J. & SCIIOLZ, S. W. (2001) Value relevance of 
nonfinancial information: The case of patent data. Review of Quantitative Finance cC 
Accounting, 17,223-236. 
HOLMSTROM, B. & MILGROM, P. (1991) Multitask Principal-Agent Analysis: 
Incentive Contracts Asset Ownership, and Job Design. Journal of Law, Economics, 
&Organization, 7,524-552. 
HOPWOOD, A. G. (1972) An Empirical Study of the Role of Accounting Data in 
Performance Evaluation: Empirical Research in Accounting. Journal of Accounting 
Research, 10,156-182. 
HOQUE, Z. (2003) Total Quality Management And The Balanced Scorecard Approach: A 
Critical Analysis Of Their Potential Relationships And Directions For Research Critical 
Perspectives on Accounting 14,553-566. 
HOQUE, Z. (2004) A Contingency Model of the Association Between Strategy, 
Environmental Uncertainty and Performance Measurement: Impact on Organizational 
Performance. International Business Review, 13,485-502. 
HOQUE, Z. (2005) Linking environmental uncertainty to non-financial performance 
measures and performance: a research note The British Accounting Review, 37,471-481. 
HOQUE, Z. & HOPPER, T. (1994) Rationality, accounting and politics: a case study of 
management control in a Bangladeshi jute mill. Management Accounting Research, 5,5-30. 
HOQUE, Z. & JAMES, D. W. (2000) Linking Balanced Scorecard Measures to Size and 
Market Factors: Impact on Organizational Performance. Journal of Afanagement 
Accounting Research 12,1-17. 
HOQUE, Z., MIA, L. & ALAM, M. (2001) Market competition. computer-aided 
manufacturing and use of multiple performance measures: An empirical stud. British 
Accounting Review, 33,23-45. 
HUCK, S. W. & CORMIER, W. H. (1996) Reading Statistics and Research, New York, 
Harper Collins College Publishers. 
HUSSAIN, Al Al (2003) The Impact of Economic Condition on Management Accounting 
Performance Measures: Experience with Banks. Managerial Finance, 29,43-61. 
HUSSAIN, Al. Al. (2004) Organisational Strategic Orientation and Its Impact on Non- 
Financial Performance Measurement in the Financial Services Industry. Management 
Research News, 27 2004. 
HUSSAIN, M. M. (2005) Management accounting performance measurement systems in 
Swedish banks. European Business Review, 17,533-589. 
HUSSAIN, M. M. (2009) The role of management accounting in corporate social 
responsibility measures: experience with the financial services industry. International 
Journal of Business Governance and Ethics, 2,129-144. 
320 
Bibliograplry------------------------- 
HUSSAIN, M. M. & GUNASEKARAN, A. (2002) An institutional perspective of non- 
financial management accounting measures: a review of the financial services industry. 
Managerial Auditing Journal, 17,518-536. 
HUSSAIN, M. M. & GUNASEKARAN, A. (2002) Management accounting and 
performance measures in Japanese banks. Managing Service Quality, 12,232 - 245. 
HUSSEY, J. & HUSSEY, R. (1997) Business Research: A practical guide for 
undergraduate and postgraduate students, MaCmiiIan Press Lt. 
INNES, J. & MITCHELL, F. (1997) Survey research on activity-based costing: a reply to 
Dugdaleand Jones. Management Accounting Research, 8,241-249. 
ISMAIL, T. H. (2007) Performance evaluation measures in the private sector: Egyptian 
practices. Managerial Auditing Journal, 22,503-513. 
ITTNER, C. & LARCKER, D. (1998) Are non-financial measures leading indicators of 
financial performance? An analysis of customer satisfaction. Journal of Accounting 
Research, 36,1.35. 
ITTNER, C. & LARCKER, D. (2003) Coming up short on nonfinancial performance 
measurement. Harvard Business Review, 81,88-95. 
ITTNER, C., LARCKER, D. & MEYER, M. (2003) Subjectivity and the weighting of 
performance measures: Evidence from a balanced scorecard. The Accounting Review, 78, 
725-758. 
ITTNER, C., LARCKER, D. & RAJAN, M. (1997) The choice of performance measures 
in annual bonus contracts. The Accounting Review, 72,231-255. 
ITTNER, C. D. & F, L. D. (1995) Total Quality Management and the Choice of 
Information and Reward Systems. ournal ofAccounting Research,, 33,1-40. 
ITTNER, C. D. & F. LARCKER, D. (2001) Assessing empirical research in managerial 
accounting: a value-based management perspective. Journal of accounting and 
Economics, 32,349-410. 
ITTNER, C. D. & LARCKER, D. F. (1996) Measuring the Impact of Quality Initiatives on 
Firm Financial Performance. Advances in the Atanagementof Organizational Quality, l-37. 
ITTNER, C. D. & LARCKER, D. F. (1998) Innovations in Performance Measurement: 
Trends and Research Implications. Journal of Management Accounting Research, 110. 
JACCARD, J., TURRISI, R. & WAN, C. (1990) Interaction Effects in Multiple 
Regression, U. S. A,, Sage Publications, Inc. 
JANAKIRAMAN, S. N., LAMBERT, A. R. & FLARCKER, D. (1992) An Empirical 
Investigation of the Relative Performance Evaluation Hypothesis. Journal of Accounting 
Research, 30,53-69. 
JARLEY, P. & FIORITO, J. (1997) A structural contingency approach to bureaucracy and 
democracy in U. S. national unions. Academy of Management Journal, 40,831-862. 
321 
A 
---------------------------__. ý. __. ý______. ý.. ý ý«.... Bibliography 
JENESON, C. (1995) Benchmarking of Tandbery Data against FFQ; 1ls (The Furolºeaºt 
Foundation for Quality Management) Assessment model. lit A. Rolstadas (Rd), 
Benchmarking Theory and Practice Chapman and Hail. 
JENSEN, M. (1983) Organization theory and methodology. The Accounting Review, 58, 
319-339. 
JOHNSON, H. & KAPLAN, R. (1987) Relevance lost: the rise and fall of management 
accounting, Boston, Harvard Business School Press. 
JOHNSON, H. T. (1983) The Search for Gain in Markets and Firms: A Review of the 
Historical Emergence of Management Accounting Systems. Accounting, Organisations 
and Society, 139-146. 
JOHNSTON, S. B. L. F. R. (1999) Improving service performance A study of step-change 
versus continuous improvement, London (United Kingdom), Chartered Inst. of 
Management Accountants 
JONES, C. S. (1985) An empirical study of the evidence for contingency theories of 
management accounting systems in conditions of rapid change. Accounting Organizations 
and Society 10,303-328. 
JONSSON, P. (2000) An empirical taxonomy of advanced manufacturing technology. 
International Journal of Operations and Production 1tlanagernent, 20,1446-1474. 
JUSOH, R. & PARNELL, J. A. (2008) Competitive strategy and performance 
measurement in the Malaysian context: An exploratory study. Management Decision, 46, 
5-31. 
KALAGNANAM, S. S. & LINDSAY, R. M. (1998) The use of organic models of control 
in JIT firms: generalising Woodward's findings to modem manufacturing practices. 
Accounting, Organizations and Society, 24,1-30. 
KAPLAN, R. (1983) Measuring manufacturing performance: A new challenge for 
managerial accounting research. The Accounting Review, 58,686-705. 
KAPLAN, R. (1984) The evolution of management accounting. The Accounting Review 
59,390-418. 
KAPLAN, R. & NORTON, D. (1992) The balanced scorecard measures that drive 
performance. Harvard Business Review 70,71-79. 
KAPLAN, R. & NORTON, D. (1996) The balanced scorecard, Harvard Business School. 
KAPLAN, R. & NORTON, D. (1996) Linking the balanced scorecard to strategy. 
California Management Review, 39,53-79. 
KAPLAN, R. & NORTON, D. (1996) Using the balanced scorecard as a strategic 
management system. Harvard Business Review, 74,75-85. 
KAPLAN, R. & NORTON, D. (1997) Why does business need a balanced scorecard? 
Journal of Cost Management, May/June, 5-10. 
322 
Bibliog rapliy 
KAPLAN, R. & NORTON, D. (2001) The Strategy-Focused Organization: flow balanced 
scorecard companies thrive in the new business em"ironment, Boston, I larvard Business 
School Press. 
KAPLAN, R. & NORTON, D. (2006) Alignment: using the balanced scorecard to create 
corporate synergies, Harvard, Business School Press. 
KAPLAN, R. & NORTON, D. D. (1992) The balanced scorecard measures that drive 
performance. Harvard Business Review, 70,71-79. 
KAPLAN, R. S. (1998) Innovation Action Research: Creating New Management Theory 
and Practice. Journal of Management Accounting Research, 10,89-118. 
KAPLAN, R. S. & NORTON, D. P. (2004) Strategy naps: converting intangible assets 
into tangible outcomes, Harvard Business School Press. 
KAPLAN, S. & ATKINSON, A. (1989) Advanced Management Accounting., Second 
edition. Englewood Cliffs, NJ: Prentice hall. 
KARAVAS-DOUKAS, E. (1996) Using attitude scales to investigate teachers' attitudes to 
the communicative approach. ELTJournal, 50,187-198. 
KEEGAN, D., EILER, R. & JONES, C. (1989) Are your performance measures obsolete. 
Management Accounting (USA), June, 45-50. 
KENNERLEY, M. & NEELY, A. (2003) Measuring performance in a changing business 
environment. International Journal of Operations & Production Management, 23,213-229. 
KHAZANCIH, D. (2005) Information Technology (IT) Appropriateness: The Contingency 
Theory of "Fit" and IT Implementation in Small and Medium Enterprises. Journal of 
Computer Ir formation Systems, 45,88-95. 
KIDA, T. & SMITH, L. S. (1995) The Encoding and Retrieval of Numerical Data for 
Decision-Making in Accounting Contexts: Model Development. Accounting, 
Organisations and Society, 20,585-610. 
KIGGUNDU, A. S. M. N. & JORGENSEN, J. J. (1993) Administrative Theory and 
Practice in Developing Countries. Adininisfrative Science Quarterly, 28,66-84. 
KILANI, -. K. A. (1988) The evolution and status of accounting in Libya, Unpublished 
PhD thesis,. Business School University of hull. 
KIM, G., PARK, C. & YOON, P. (1997) Identifying investment opportunities for 
advanced manufacturing systems with comparative-integrated performance measurement. 
International Journal of Production Economics, 50,23-33. 
KITZINGER, J. & BARBOUR, R. S. (1999) Developing focus group research: politics, 
theory and practice, London, SAGE,. 
KOTLER, P. & KARTAJAYA, 11. (2000) Repositioning Asia from bubble to sustainable 
economy Singapore, John Wileyand Sons Pte Ltd. 
323 
Bibliography --------- - -------- 
KRINJAR, R. S., BOSILJ-VUKS'IC', V. & INDIIIAR-S"TEMI3ERGEit, M. (2008) The 
impact of business process orientation on financial and non-financial performance. 
Business Process Management Journal, 14,738-754. 
KUENG, P. (2000) Process performance measurement system: tool to support process- 
based organisations. Total Quality Management 11. 
KUMAR, R. (2005) Research methodology. a step-by-step guide for beginners, SAGE,. 
LABOVITZ, S. (1970) The Assignment of Numbers to Rank Order Categories. American 
Sociological Revietiv, 36,515-524. 
LAITINEN, E. K. (2001) Management accounting change in small technology companies 
towards a mathematical model of the technology firm. Management Accounting Research 
12. 
LAMBERT, R. A. (2001) Contracting theory and accounting. Journal of Accounting and 
Economics, 32,3-87. 
LANGFIELD-SMITH, K. (1997) Management Control Systems and Strategy: A Critical 
Review. Accounting, Organisations and Society, 22,207-232. 
LANGFIELD-SMITH, K. & SMITH, D. (2003) Management control systems and trust in 
outsourcing relationships Management Accounting Research 14,281-307. 
LANGFIELD-SMITHA, K. (2006) A review of quantitative research in management 
control systems and strategy Handbooks of Management Accounting Research, 2,753-783. 
LAU, C. M. & SHOLIHIN, M. (2005) Financial and nonfinancial performance measures: 
How do they affect job satisfaction? The British Accounting Review, 37,389-413. 
LAWRENCE, P. & LORSCH, J. (1967) Organization and Environment, Boston, I larvard 
Business School, Division of Research. 
LAWRENCE, P. R. & DYER, D. (1983) Renewing American Industry, New York, Free 
Press. 
LAWSON, R., STRATTON, W. & HATCH, T. (2003) The benefits of a scorecard system. 
CAM Management, 77,24-26. 
LAZEAR, E. (2000) Performance Pay and Productivity. American Economic Review, 90, 
1346-1361. 
LEVINE, D. M., BERENSON, M. L. & STEPHAN, D. (1999) Statistics for managers 
using Microsoft Excel, Prentice Hall International, 1999. 
LI, M. & YANG, B. J. (2003) A decision model for self-assessment of business process 
based on the EFQM excellence model. International Journal of Quality Reliabilirty 
Management, 20,163-174. 
LIBBY, T. & WATERHOUSE, J. (1996) Predicting change in management accounting 
systems. Journal of Management Accounting Research,, 8,137-150. 
324 
Bibliograpliyy-------------------- 
LIGHT, D. A. (1998) Performance measurement: investors' Balanced Scorcard. Harvard 
Business Revieiv, 76,17-20. 
LILLIS, A. (2002) Managing multiple dimensions of manufacturing performance-an 
exploratory study. Accounting, Organizations and Societ}, 27,497-529. 
LINGLE, J. & SCHIEMANN, W. (1996) From balanced scorecard to strategic gauges: Is 
measurement worth it. Management Review, 85,56-61. 
LIPE, M. & SALTERIO, S. (2000) The balanced scorecard: Judgmental effects of 
common and unique performance measures. The Accounting Revietiw, 75,283-298. 
LIPE, M. & SALTERIO, S. (2002) A note on the judgemental effects of the Balanced 
scorecard's information organizations. Accounting, Organizations and Soclety, 27,531-340. 
LOHMAN, C., FORTUIN, L. & WOUTERS, M. (2004) Designing a performance 
measurement system: A case study. European Journal of Operational Research 156,267- 
286. 
LYNCH, R. & CROSS, K. (1995) Measure up! 11ow to measure corporate performance, 
USA: Blackwell. 
MACDUFFIE, P. J., SETHURAMAN, K. & FISHER, M. (1996) Product variety and 
manufacturing performance: evidence from the international automotive assembly plant 
study. Management Science,, 42,350-369. 
MAIGA, A. & JACOBS, F. (2003) Balanced scorecard, activity-based costing and 
company performance: An empirical analysis. Journal of Managerial Issues, 15,283-301. 
MALMI, T. (2001) Balanced scorecards in Finnish companies: A research note. 
Management Accounting Research, 12,207-220. 
MALTZ, A., SHENHAR, A. & REILLY, R. (2003) Beyond the balanced scorecard: 
Refining the search for organizational success measures. Long Range Planning, 36,187- 
204. 
MARKOVIý, N. & VUKOVIC, M. (2006) Performance measurement and IT: Do we need 
new IS development paradigm. IN 5 (Ed. ) Sth International Conference on 1'erforniance 
Measurement. London. 
MARSHALL, M., WRAY, L., EPSTEIN, P. & GRIFEL, S. (1999) 21st century 
community focus: better results by linking citizens, government and performance 
measurement. Public Management, 81,12-19. 
MASKELL, B. (1989) Performance Measurement for World Class Manufacturing: Part 3. 
Management Accounting, 36-41. 
MATJKA, M., MERCHANT, K. A. & STEDE, W. A. V. D. (2009) Employment Ilorizon 
and the Choice of Performance Measures: Empirical Evidence from Annual Bonus Plans 
of Loss-Making Entities. Management Science 55,890-905. 
MATTHEWS, P. (1997) The Concise Oxford Dictionary of Linguistics,, Oxford, UK. 
325 
Bibliography---------------- --- 
MAURER, T. & PIERCE, fl. R. (1998) A Comparison of Liked Scale and Traditional 
Measures of Sei f-Efficacy. Journal of Applied Psychology, 83,324-329. 
MCADAM, R. & BANNISTER, A. (2001) Business performance measurement and 
change management within a TQf framework. International Journal of Operallons & 
Production Management, 21,88-107. 
MCMANN, P., ALFRED, J. & NANNI, A. (1994) Is your company really measuring 
performance. Management Accounting (USA), November. 
MEDORI, D. & STEEPLE, D. (2000) A framework for auditing and enhancing 
performance measurement systems. International Journal of Operations & Production 
Management, 20,520-533. 
MENDENHALL, W. & SINCICH, T. (1992) Statistics for Engineering and the Sciences, 
San Francisco, Dellen Publishing Company. 
MERCHANT, K. (1998) Modern management control systems: text and cases, Upper 
Saddle River, Prentice Hall. 
MILES, R. E. & SNOW, C. C. (1978) Organizational Slrategj Structure, and Process, 
New work, Mc Graw Hill. 
MILES, R. E., SNOW, C. S., MATHEW'VS, J. A., MILES, G. & COLEMAN, H. J. (1997) 
Organizing in the knowledge age: Anticipating the cellular form. Academy of Management 
Executive, 11,7-25. 
MILLER, D. & FRIESEN, P. H. (1983) Strategy-making and environment: The third link. 
Strategic Management Journal, 4,21-35. 
MINTZBERG, H. (1978) Patterns in Strategy Formation. Management Science,, 934-948. 
MINTZBERG, H. (1979) The structuring of organizations, NJ: Prentice, Upper Saddle 
River. 
MOHAMED, E. K. A. & HUSSAIN, M. M. (2005) Management accounting and 
performance measurement practices in service sector in Oman International Journal of 
Management and Decision Making 6,101-111. 
MOON, P. & FITZGERALD, L. (1996) Delivering the goods at TNT: the role of the 
performance measurement system. Management Accounting Research, 7,431-457. 
MORENO-LUZON, M. D. & PERIS, F. J. (1998) Strategic approaches, organisational 
design and quality management Integration in a fit and contingency 
model. International Journal of Quality Science, 6,328-347. 
MORISETTE, R. (1998) Financial and non-financial towards an integrative theory of 
information choices in organizations. Working Paper (University of Waterloo). 
MULANI, N. & LEE, H. (2001) New Business Models for Supply Chain Excellence, In N. 
P. Mulani (cd. ), Achieving Supply Chain Excellence through Technology. Montgomery 
Research, 14-18. 
326 
Bihliogrophy-------------- 
NAGAR, V. & RAJAN, M. (2001) The revenue implications of financial and operational 
measures of product quality. The Accounting Review, 76,495-513. 
NAGAR, V. & RAJAN, M. (2005) Measuring Customer Relationships: The Case of the 
Retail Banking Industry. Management Science 51,904-919. 
NAHM, A. Y. & VONDEREMBSE, M. A. (2002) Theory development: an 
industrial/post-industrial perspective on manufacturing. International Journal of 
Production Research, 40,2067 - 2095. 
NEELY, A. (1999) The performance measurement revolution: why now and what next. 
international Journal of Operations & Production Management 19,205-228. 
NEELY, A., ADAMS, C. & KENNERLEY, M. (2002) Vie Performance Prism: The 
Scorecard for Measuring and Managing Business Success, Financial Times-Prentice I lall, 
London. 
NEELY, A. & BOURNE, M. (2000) Why Measurement Initiatives Fail Measuring 
Business Excellence, 4,3-7. 
NEELY, A., GREGORY, M. & PLATTS, K. (1995) Performance measurement systcrn 
design: a literature review and research agenda. International Journal of Operations ce 
Production Management, 15,80-166. 
NEELY, A., MILLS, J., PLATTS, K., GERGORY, M. & RICHARDS, 11. (1994) 
Realizing strategy through measurement. International Journal of Operations and 
Production Management, 14,140-152. 
NEELY, A., MILLS, J., PLATTS, K., GREGORY, M. & RICHARDS, 11. (1996) 
Performance measurement system design: Should process based approaches be adopted? 
International Journal of Production Economics, 46/47,423-431. 
NORREKKIT, H. (2003) The Balanced Scorecard: What is score? A rhetorical analysis of 
the Balanced Scorecard. Accounting, Organisations and Society, 28,591-619. 
OLSON, E. & SLATER, S. (2002) The balanced scorecard, competitive strategy, and 
performance. Business Horizons, 45,11-16. 
OLVE, N., ROY, J. & WETTER, M. (1999) Performance Drivers: A Practical Guide to 
Using the Balanced Scorecard, Chichester, England. 
ONG, T. S. & TEH, B. (2009) the use of financial and non financial performance measures 
in the Malaysian manufacturing companies. The Icfal University Journal of Accounting 
Research VIII 23-30. 
OPPENHEIM, A. (1992) Questionnaire Design, Interviewing and Attitude Afeasurernent, 
New York: , Printer Publishers. 
OTLEY, D. (1980) The contingency theory of management accounting: achievement and 
prognosis. Accounting, Organizations and Society 5,13-28. 
OTLEY, D. (1994) Management control in contemporary organisations: towards a wider 
framework. Management Accounting Research, 5,289-299. 
327 
Bibliograpliy----------_ý_____ýw. _____--_ý 
OTLEY, D. (1999) Performance management: a framework for management control 
systems research. Management Accounting Research, 10,363-382. 
OTLEY, D. (2001) Extending the boundaries of management accounting research: 
Developing systems for performance management. British Accounting Review, 33,243- 
261. 
OTLEY, D., BROADBENT, J. & BERRY, A. (1995) Research in management control: 
An overview of its development. British Journal of Managenment, 6,31-44. 
OTLEY, D. & WILKINSON, C. (1988) Organizational behaviour: strategy, structure, 
environment and technology" in K Ferris (ED. ), Behavioural accounting research: a 
critical analysis (pp. 147-170), New York: Century Publications Co. 
OTLEY, D. T. (2003) Management control and performance management: whence and 
whither? The British Accounting Revietiv, 35,309-326. 
OTLEY, D. T. & BERRY, L. A. (1980) Control, Organisation and Accounting. 
Accounting, Organisations and Society; 5,231-244. 
OTMAN, -. W. A. & KARLBERG, E. (2007) The Libyan Economy: Econo nic 
Diversification and International Repositioning, illustrated, Springer. 
OVERSEASDEVELOPMENTINSTITUTE (2008) The Global Financial Crisis and 
Developing Countries, Resuscitation [online]. Available from 
<http: //www. odi. org. uk/resources/download/3251. pdf> [Accessed on 20th May 2009]. 
OWEN, F. & JONES, R. (1994) Statistics, London, Pitman Publishing. 
OXFORDBUSINESSGROUP (2008) Libya -country profile. Available from: 
http: //www. oxfordbtisinessgrotip. com/country. asp? cotintry=62 [Accessed: 20th March 
2009]. 
PALLANT, J. (2007) SPSS survival manual: a step by step guide to data analysis using 
SPSSfor Windows (version 15), Maidenhead, Open University Press. 
PATTON, J. & ZELENKA, J. (1997) An empirical analysis of the determinants of the 
extent of disclosure in annual reports of joint stock companies in the Czech Republic. The 
European Accounting Review, 6,605-626. 
PAVLATOS, 0. & PAGGIOS, 1. (2009) Management accounting practices in the Greek 
hospitality industry. Managerial Auditing Journal, 24,81-98. 
PERERA, S., HARRISON, G. & POOLE, M. (1997) Customer-Focused Manufacturing 
Strategy and the Use of Operations-Based Non Financial Performance Measures: a 
Research Note. Accounting, Organizations aiid Societ}, 22,557-572. 
PERROW, C. (1967) A framework for the comparative analysis of organizations. 
American Sociological Review, 32,194-208. 
PETERS, L. D. (2002) Theory Testing in Social Research. The Marketing Revietww, 3,65-82. 
328 
Bibliograpliy---------------ý_ýýý----------- . _. _. a. _.. _ 
PETERS, T. (1997) he Circle of Innovation: You Can't Shrink lour üay to Greatness, 
London, Hodder & Stoughton. 
PIERCY, N. & CRAVENS, D. (1994) The network paradigm and the marketing 
organisation. European Journal of Marketing, 29,7-34. 
PIPER, J. (1978) Determinants of Financial Control Systems for Multiple Retailers: Some 
Case Study Evidence unpublished paper,. University of Loughborough. 
PORTER, M. (1985) Competitive Advantage: Creating and Sustaining Superior 
Performance, New York., The Free Press. 
RICE, J. A. (1995) Mathematical Statistics and Data Analysis, Belmont, Wadsworth 
Publishing Company. 
ROBERTS, E. S. (1999) In Defence of the Survey Method: An Illustration from a Study of 
User Information Satisfaction. Accounting and Finance, 39,53-78. 
ROUSE, P., PUTTERILL, M. & RYAN, D. (2002) Integrated performance measurement 
design: insights from an application in aircraft maintenance. Management Accounting 
Research, 13,229-248. 
SAID, A., HASSABELNABY, H. & WIER, B. (2003) An empirical investigation of the 
performance consequences of nonfinancial measures. Journal of Mairagenment Accounting 
Research, 15,193-223. 
SAKAKIBARA, S., FLYNN, B. B., SCHROEDER, R. G. & MORRIS, W. G. (1997) The 
Impact of Just-in-Time Manufacturing and its Infrastructure on Manufacturing 
Performance. Management Science, 43,1246-1257. 
SALEH, M. M. (2001) Accounting information disclosure and accountability: cases from 
Libya. Unpublished PhD thesis Sheffield Hallam, UK. 
SAUNDERS, M., LEWIS, P. & THORNHILL, A. (2007) Research Afetho(lvfor Business 
Students, London, Prentice Hall. 
SCAPENS, R., GAMEIL, M. & COOPER, D. (1983) Accounting Information for Pricing 
Decisions: An Empirical Study, in Cooper, D., Scapens, R., and Arnold, J. Afanagennent 
Accounting Research and Practice, occasional papers series. London, The Chartered 
Institute of Management Accountants, pp 283-306. 
SCAPENS, R. W. (1991) Management Accounting: A Review of Recent Developments, 
London, MACMILLAN Education Ltd. 
SCAPENS, R. W. (1994) Never mind the gap: towards an institutional perspective on 
management accounting practice,. Management Accounting Research, 5,301-321. 
SCHEIN, E. H. (1988) Organisational Psychology, Prentice Hall:, Englewood Cliffs, NJ. 
SCHIEMANN, W. & LINGLE, J. (1999) Bullseye!: hiling your strategic targets through 
high impact measurement, New York: , The Free Press. 
329 
Bibliography------------------------------------------------------- 
SCOTT, T. & TIESSEN, P. (1999) Performance measurement and managerial teams. 
Accounting, Organizations and Society; 24,263-285. 
SEKARAN, U. (2003) Research methods for business: a skill-building approach, me, 
John Wiley & Sons. 
SELTO, F. H., RENNER, C. J. & YOUNG, S. M. (1995) Assessing the organisational fit 
of a just-in-time manufacturing system: Testing selection, interaction and systems models 
of contingency theory. Accounting, Organisations and Society, 20,665-684. 
SHARIF, A. A. M. (2000) Expansion in education and labour market requirement (in 
Arabic) Journal of Economic Research, 11,75-105. 
SHIELDS, M. D. (1997) Research in Management Accounting by North Americans in the 
1990s. Journal of Management Accounting Research, 9,3-61. 
SHOIB, G. M. & JONES, M. R. (2003) Focusing on the invisible: the representation of IS 
in Egypt. Information Technology & People, 16,440-460. 
SHOLIHIN, M., PIKE, R. & MANGENA, M. (2010) Reliance on multiple performance 
measures and manager performance. Journal ofAppliedAccounting Research, 11,24-42. 
SIEGEL, S. & CASTELLAN, N. J. (1988) Nonparametric Statistics for the Behavioral 
Sciences, Singapore, M, cGraw-Hill Book Company, I ne. 
SIM, K. L. & KILLOUGH, L. N. (1998) The Performance Effects of Complcmcntaritics 
between Manufacturing Practices and Management Accounting Systems. Journal of 
Management Accounting Research, 10,325-346. 
SIMONS, R. (1987) Accounting control systems and business strategy: An empirical 
analysis. Accounting, Organizations and Society; 12,357-374. 
SIMONS, R. (1990) The role of management control systems in creating competitive 
advantage: New perspectives. Accounting, Organizations and Society, 15,127-143. 
SISAYE, S. (1998) An overview of the social and behavioral sciences approaches in 
management control research. Behavioral Research in Accounting, 10,11-26. 
SLAGMULDER, R. (1997) Using management control systems to achieve alignment 
between strategic investment decisions and strategy. Afanagenment Accounting Research, 8, 
108-139. 
SOHN, M., YOU, T., LEE, S. & LEE, 11. (2003) Corporate strategies, environmental 
forces, and performance measures: a weighting decision support system using the k- 
nearest neighbour technique. Expert Systems with Applications, 25,279-292. 
SORGE, A. & WARNER, M. (2001) Organisational Behaviour, London., Thompson 
Learning. 
SPECKBACHER, G., BISCHOF, J. & PFEIFFER., T. (2003) A descriptive analysis on 
the implementation of Balanced Scorecards in German-speaking countries. Management 
Accounting Research, 14,361-388. 
330 
SRINIVASAN, D. (1997) Relation between financial and non-financial measures of 
performance. Minneapolis, MN, University of Minnesota. 
SRINIVASAN, K., KEKRE, S. & MUKIIOPADIIYAY, T. (1994) Impact of Electronic 
Data Interchange Technology on JIT Shipments. Management Science, 40,1291-1304. 
STEDE, W. A. V. D., CHOW, C. W. & LIN, T. W. (2006) Strategy, Choice of 
Performance Measures, and Performance. Behavioral Research In Accounting, 18. 
STEVENS, J. (1996) Applied Multivariate Statistics for the Social Sciences, Mahwah, 
New Jersy, Lawrence Erlbaum. 
STIVERS, B. P., COVIN, T. J., HALL, N. G. & SMALT, S. W. (1998) Ilow nonfinancial 
performance measures are used. Management Accounting: Official Mlagasine of Institute 
of Management Accountants, 79,44-49. 
SZYCHTA, A. (2002) The scope of application of management accounting methods in 
Polish enterprises. Management Accounting Research, 13,401-418. 
TABACHNICK, B. G. & FIDELL, L. S. (1996) Using Multiti"arlate Statistics, New York, 
HarperCollins. 
TABACHNICK, B. G. & FIDELL, L. S. (2007) Using multivariate statistics, Boston 
London:, Pearson/A & B, . 
THEWORLDBANK (2009) Swimming against the tide: how developing countries arc 
coping with the global crisisli, background paper for the G20 finance ministers meeting on 
March 13-14 2009. available from: tt "//%vww- 
wds. worldbank. org/external/default/WDSContentServerfWDSP/l11/2009/43/`19/000333038 
200903 1 9022 11 5/Rendered/PDF/477800WPOswimm l 0I3ox3388661301 PUI1,1C I . pd f 
[Accessed on 20th May 2009]. 
THOMAS, C. (1995) Performance management. Cromer Payº and Benefits Bulletin, 
August, 4-5. 
THOMPSON, J. (1967) Organizations in Action, New York:, McGraw-Hill. 
TOPOROWSKI, J. (2009) How the Global Crisis Is Transmitted to Developing Countries, 
Centre for Development Policy and Research, Resuscitation [online]. Available from: 
http: //www. soas. ac. uk/cdpr/publications/dv/49755. ndf [Accessed on 20th May 2009]. 
VAIVIO, J. (1999) Exploring a non-financial management accounting change. 
Management Accounting Research, 10,409-437. 
VANDEWALLE, D. J. (2006) A history of modern Libya, Cambridge University Press. 
VEN, A. V. D. & DRAZIN, R. (1985) The concept of fit in contingency theory. Research 
in Organizational Behavior, 7,333-365. 
VENKATRAMAN, N. (1989) The concept of fit in strategy research: Toward verbal and 
statistical correspondence. Academy of Management Review, 14,423-444. 
331 
ßiGliograpliy-------------------ý. ____. __w_________. _______ . _.... ý........ ý 
VERBEETEN, F. (2004) Performance measurement and long-tcnn managerial contracts: 
An empirical investigation. The 271h Annual Congress of the European Accounting 
Association. Prague-Czech Republic. 
VERBEETEN, F. H. M. & BOONS, A. N. A. M. (2009) Strategic priorities, performance 
measures and performance: an empirical analysis in Dutch firms. European Management 
Journal, 27,113- 128. 
VISSER, H. & NIJS, T. D. (2006) The Map Comparison Kit Environmental Modelling & 
Software, 21,346-358. 
WALLACE, R. & MELLOR, C. (1988) Non response bias in mail accounting surveys: A 
pedagogical note. British Accounting Review, 20,131-139. 
WALTON, R. E. (1985) From control to commitment: transforming work force 
management in the United States. In K Clark, R Mayes and C. Lorenz (eds. ), The Uneasy 
Alliance: Managing the Productivity-Technology Dilemma, Boston: Harvard Business 
School Press, pp. 23 7-265. 
WANG, C. L. & AHMED, P. K. (2003) Structure and structural dimensions for 
knowledge-based organisations. Measuring Business Excellence, 7,51-62. 
WATERHOUSE, J. & TIESSEN, P. (1978) A contingency framework for management 
accounting systems research. Accounting, Organizations and Society, 3,65-76. 
WEILL, P. & OLSON, M. 11. (1989) An assessment of the contingency theory of 
management information systems Journal of Management Information Systems 6,59.85. 
WEISBERG, H. F., KROSNICK, J. A. & BOWEN, B. D. (1995) An introduction to 
survey research, polling, and data analysis, Chicago, Scott, Foresman. 
WIDENER, S. (2004) An empirical investigation of the relation between the use of 
strategic human capital and the design of the management control system. Accounting, 
Organizations and Society, 29,377-399. 
WIERSMA, E. (2008) An exploratory study of relative and incremental information 
content of two non-financial performance measures: Field study evidence on absence 
frequency and on-time delivery Accounting, Organizations and Society 33,249-265. 
WILCOX, M. & BOURNE, M. (2003) Predicting performance. Management Decision, 
41,806-816. 
WONG-ON-WING, B., GUO, L., LI, W. & YANG, D. (2007) Reducing conflict in 
balanced scorecard evaluations Accounting, Organizations and Society. 32,363-377 
WOODWARD, J. (1965) Industrial Organization: Theory and Practice, London, Oxford 
University Press. 
WRIGHT, J. (1982) Libya: a modern history 
http"//books gooele co uk/books? hl=en&lr=&id=NpcOAAAAOAAJ&oi-fnd&pg PA3&d 
g=history+of+Libya&ots=1 FZkW9M93p&sig=iY99WsSGsiFAel IOMxV-BoAJBERl- 
Available from: 
332 
Bibliography --------------- -------------- 
books. google. comhttp: //books. google. co. uk/books? hl=en&lr-&id-NncOAAAAOAAJ&oi 
=fnd&pg=PA3&dg=historv+of+Libya&ots=1 FZkW9M93p&sig-iY99WsSGsiFAel (OMx 
V-BoAJ8ERI [Accessed: 20th March 2009]. 
XIAO, Z., DYSON, J. R. & POWELL, P. L. (1996) The impact of information 
Technology on corporate financial Reporting: a contingency perspective. British 
accounting review, 28,203-227. 
YAO, J. D., XU, X., LIU, C. & LU, L. (2003) Organisational Size: A Significant Predictor 
of IT Innovation and Adoption. Journal of Computer Ii formation S)-stems, 43,76-82. 
YENIYURT, S. (2003) A literature review and integrative performance measurement 
framework for multinational companies. Planning, 134,142. 
YOUNG, C. W. & WELFORD, R. J. (1998) An environmental performance measurement 
framework for business. Greener Management International, Spring, 30-50. 
YOUSSEF, A. E. A. E. (2007) The Contingent Factors that Affect the Use of Performance 
Measurement Systems in the Egyptian Medium and Large Sized Manufacturing 
Companies. Durham Business School. Durham, University of Durham 
ZARZECKI, D. (2005) Discussion of ownership structure, contingent fit, and business unit 
performance: A research model and empirical evidence The International Journal of 
Accounting, 40,87-92. 
ZIKMUND, W. G. (2003) Business research methods London:, Thomson Learning. 
ZIMMERMAN, J. L. (2001) Conjectures regarding empirical managerial accounting 
research. Journal ofAccounting and Economics, 32,411-427 
British Arab Commercial bank, (2009). Available online from: http: // ww, hacb. co. uk/ 
[Accessed on 22nd March 2007]. 
Central Bank of Libya (2009) Annual Report, available online form: 
http: //cbl. gov. lv/pdf/0 I zL8b8u8zoQW484V0Z. Vdf (Accessed on 21st March 2009). 
Middle East Business Intelligence, (2009). Available online from: 
http: //www meed. com/power/alternativepower/news/2008/02/crab bank wins stale in li 
byas wahda bank. html [Accessed on 13th March 23009]. 
(Library of Congress - Federal Research Division (2005) Country Profile: Libya- 
Available from : http: //lcweb2, loc. gov/frd/cs/profiles/Libyn. pdf [Accessed: 20th March 
2009]. 
(Statistical Institute of Catalonia (Idescat), (2009) Geographical origin: Libya. IN 2009], 
A. F. 11. W. I. C. P. B. N. D. L. E. A. T. M. (Ed. ) 
Central Bank of Libya (2007) Annual Report, available online form: 
http: //cbl. gov. ly/pdf/OlzL8b8u8zoGW484VOZ. ndf (Accessed on 21st March 2009). 
333 
Appendix A 
ýýJMu 
Faculty of Business & Law 
Dear Participant 
The aim of my study is to examine what current performance measures are used in 
Libyan banking sector and what contingency factors affect the use of these measures. 
The aim of this survey is to find out the views and experiences of bank directors on 
what and how performance measures are used and the degree of importance of these 
measures in achieving in successful targets of firms and what contingency factors are 
influencing the use of these measures. 
Please take the time to complete the survey, as the results will be analyzed for 
completion of my study. 
The information you give in this questionnaire is completely confidential. You do not 
need to identify yourself, if you choose not to. The information is being collected 
purely for statistical purposes and the completed questionnaire will only be analyzed 
by the researcher only. 
The questionnaire can be completed electronically and manually, completed by hand 
and handed back to me. 
For each question, please tick the answer that most meets your own view or 
experience. There is space at the end of each section to give any comments or to 
expand on any of your answers. 
If you would like to discuss any aspect of this survey please do not hesitate to contact 
me. 
Thank you in advance for your time and assistance. 
Mr. Roger Pegum 
Director of studies 
Faculty of Business and Law 
Liverpool John Moores University 
John Foster Building 
98 Mount Pleasant 
Liverpool 
L3 5UX 
R. H. Pegum@l imu. ac. uk 
11100441512313849 
Gumma Fakhrl 
PhD Student 
Faculty of Business and Law 
Liverpool John Moores University 
G. M. Fakhrin2007. limu, nc. uk 
St In Libya00218913295012 
In the UK 00447828635819 
Section one: General information 
1.1 In this part of'the questionnaire. you are asked to provide general information 
about your bank. Please answer by ticking the appropriate option. (Please 
answer all the quc'. clinn. c). 
1.1.1 What type of business does our hank undertaLe! 
0 Commercial Q Specialized 
1.1.2 What kind of ownership is your hank? 
Q Public ownership Q private ownership 
1.1.3 What is the total of assets in your hank? ( Libyan Dinar (I. I)) Million) 
Q Less than 100 Q ßetwwween 100-500 0 Mere than 500 
1.1.4 Please tick one of the following statements that best describes the 
business strategy oriented by bank's management 
Q The strategy of the bank is ak\av s searching for market opportunities. in addition, 
the bank is regularly experiments with potential responses to emerging 
environmental trends. 
O The strategy of the bank operates two types of product-market domains, one 
relatively stable, the other changing, at the same time. In its stable areas, the bank 
operates routinely and efficiently... in its turbulent areas, (batik) watches its 
competitors closely for new ideas, and then it rapidly adopts those which appear 
to be the most promising. 
Q The strategy of'the hank operates in narro\\ pre tuet-market domain"... and ddOC, 
not tend to search for opportunities broad these domains for opportunity. 
1.2 In this part of the questionnaire, you are asked to provide general information 
about yourself. Please answer by ticking the appropriate option. (P/ease 
answer all the questions). 
the respondent. 
1.2.1 What is your position in this bank? 
1.2.2 What is the level of your highest qualification? 
fy) ........ 
1.2.3 In which field of study is your degree? 
Q Accounting 0 Business administration 0 Finance 0 Other, (please 
1.2.4 Work experience, how long have You been employed in the hank? 
My bank's Performance Measurement system (e. g. Balanced Scorecard, 
set of KPIs, etc. ) has the following characteristics ... etc) 
Statements g 
x 
A. Is linked to our business strategy 
B. Uses a balanced set of'pcrfiormalice m easures (e. g. 
I). Is integrated with our reward 
My bank uses its Performance Measurement system to... 
Statements 
A. Measure business results 
B. Manage Strategy implciiientation 
c. Assess the validity of the business strategy 
u. Manage Operations hroccsscti 
L. Inform decision making 
F. Conduct internal benchmarks 
c. Reward managers' contribution to business 
performance 
n. Other - please soecifv: 
the satisfaction of the current performance measurement sN. stem. On the 
scale below, please circle the appropriate number to indicate overall satisfaction with 
the performance measurement system of your bank. 
Very dissatisfied Neither satisfied near Satisfied 
Vrr\ 
dissatisfied dissatisfied Batist led 
indicate how important you perceive each 
options in determining the success of your E 
bank as a whole. Using the scale below, please circle 5 
the most appropriate responses respectively for 
importance for each item. 
A. Cash 11 
C. I raining and devclopmcnt 
D. Return on investment 
[. Cost reduction 
F. Market develoament 
Section two: Types of Performance measures 
I. II I 
In this section of the questionnaire, you are asked to express your agreement concerning the 
types of performance measurements that are used to measure, evaluate, and reward bank/ 
branch performance of your bank. Please answer them by circling the corresponding options 
that represents your agreement. (Please answer all questions) 
Statements 
2.1 Bank's management are conviinccd that Iinancial Heures 
reflect performance as the best basis. 
2.2 From the perspective of bank's management, achieving 
financial targets is a perfect reflection of whether branches 
are successful in their business or not. 
2.3 Branch promotion depends heavily on its ability to achieve 
the financial operation targets (e. g. targeted cost). 
2.4 Financial indicators (e. g. return on investment, return on 
assets, budgeting, branch operating cost, branch net profit 
.. * etc) are the main performance measures 
in the bank. 
2.5 From the hank's management perspective, none achieving 
the planned financial targets reflects poor performance. 
2.6 From the bank's management perspective, the financial 
reporting is most importance source for all information 
they need. 
2.7 Bank policy takes into account customer feedback towards 
bank's services. 
2.8 From the bank's management perspective, achieving good 
performance is accompanied by no customer's complaints 
2.9 Customer satisfaction has a positive impact on how 
performance is rated by bank's management. 
2.10Bank branch promotion prospects depend on its ability to 
meet customer expectations. 
2.11 Bank's management is very keen about gaining customers' 
loyalty. 
2.12 Bank policy takes into account the latest technology in 
banking industry. 
2.13 Bank branch promotion prospects depend partially on its 
ability to create new idea regarding its services. 
Statements , 
2.14 From the bank's management perspective, bank branches 
must make efforts to monitor our competitors to be ahead of' 
them. 
2.15From the bank's management perspective, failure in 
identifying new markets reflects poor performance. 
2.16 Bank branch collects data about competitors' movements/ 
activities to compare them with its activities. 
2.17Training courses are regular program for all employees to 
develop and maintain their capabilities. 
2.18Bank management updates its database to customers' needs, 
due to the bank would be able to meet any change quickly 
and provide a high quality service (reliability and timely 
responsiveness). 
2.19 The bank's management paid more attention to employee 
satisfaction. 
2.20 Bank policy encourages the on-time dIclixcr\ for our 
services, and it acutely operates to manage the time taken to 
complete their transactions. 
2.21Number of services/transactions which are offered and their 
acceptance rate have impact on how performance is 
evaluated. 
2.22 The bank's management is very keen about level of quality 
services rather than the revenue figures. 
2.23 The bank policy takes into account employee turnover rate 
2.24 The hank policy encourages teamwork as the best vv ay to 
coordinate between employees. 
2.25 From the bank's management perspective, bank branches 
must make efforts to improve their employee productivity. 
creativeness, and effectiveness 
2.26 From the bank management perspective, achieving 
outstanding performance is associated with hank's public 
responsibility toward the society. 
2.27 Public image and community involvement issues are new 
concept that is considered a waste of money and time. 
2.28 Working in line with the public commitments has no 
impact on how performance is being measured. 
2.29 From the bank management perspective, failure to meet 
issues of community commitments is not important, as long 
as its financial performance improves. 
2.3OThe bank management follows the community regulations 
because it believes they are important for both society and 
the bank. 
2.31 Please express your opinion about any additional measures 
that might be missing in this section ....................... . 
Section Three: The Usage of Performance Measures 
In this section of the questionnaire. you are asked to express your perception about the 
bank's usages of performance measures that used to evaluate, and reward your performance. 
Answer by including the option that represents your opinion. (Please un. cºver all question. ). 
3.1 Please indicate the extent to which various 
performance measures categories are important drivers of C 
bank's management long-term organisational success. 
A. Financial indicators (e. g. return on assets , return on investment, budgeting, total net cash flow, branch operating 
cost, branch net profit.. etc ) 
B. Customer indicators (e. g. customer satisfaction, customer 
retention, customer acquisition, customer complaints. 
Number of customers lost, etc) 
c. Learning and innovation indicators (e. g. new product 
development success, development cycle time, employees 
satisfaction etc) 
n. Internal Business indicators (e. g. Rate of incidence of 
services defects, quality awards Turnover, Number of 
hours-training, adjournment, learning, workforce 
capabilities etc) 
E. Community indicators (e. g. public image, community 
involvement, etc) 
use each of the seven value driver categories for evaluating 
managerial performance. 
;v 
Financial indicators. 
B. Customer indicators. 
c. Learning and innovation indicators. 
D. Internal Business indicators. 
E. Community indicators. 
n il 
Z 
1 
z 
ä 
11 
K 
3.3 Please indicate the extent to which bank's management 
use each of the seven value driver categories for 
identifying problems and improvement opportunities and 
developing action plans. 
_______ ý. Financial indicators. 
B. Customer indicators. 
c'. Learning and innovation indicators. 
D. Internal Business indicators. 
1". Community indicators. 
3.4 Please indicate the extent to which bank's management 
use each of the seven value driver categories for Reward 
System. z Z ö ý. 
n. Financial indicators. 
B. Customer indicators. 
c'. Learning and innovation indicators. 
D. Internal Business indicators. 
E. Community indicators. 
3.5 Please rate how well your hank measures 
performance within each category. 
A. Financial indicators. 
B. Customer indicators. 
c. Learning and innovation indicators. 
D. Internal Business indicators. 
i";. Community indicators. 
Section Four: Factors Affecting Performance Measures' 
Ii. i'i 
In this section of the questionnaire, you are asked to express your vic%% about selected 
factors that may have affected the use of performance measures in your hank. Answer them 
by indicating the option that represents your attitude. (Plen. ve answer all gII('Sfinºl. c). 
Statements 
1t v 
4.1 This bank branch faces intensive connpetition Iroin - - 
outside banks for business 
4.2 Over approximately the past 5 years the level of 
competition for our services has significantly 
increased 
4.3 Services' price competition within this industry is 
extremely intense 
4.4 The level of competition in the market for the major 
services of our bank is extremely intense 
4.5 New service introduction decisions are made only 
at the highest management level. 
4.6 Apart from minor investment, capital budgeting 
decision are usually made only at the top 
management level 
4.7 Decision to attempt penetration into new markets 
generally are made only by top management 
4.8 Decisions on major changes to (including new 
introduction of) banking services are made only at 
the top management 
4.9 Pricing policies are set only by top management 
4.10 Employees are rewarded for quality improvement 
4.11 Experiments to improve the quality of services are 
frequently conducted 
4.12 Quality benchmarking with other banks is tracked 
4.13 Employee teams are functioning and have been 
effective. 
4.14 Total quality management, whereby most business 
functions are involved in process of continuous 
quality improvement, is extremely high priority 
4.15 Bank's strategies is critical factor that affect the 
use of performance measures 
4.16 Short and long term strategies influence the use of 
erformance measures 
Statements 
(A Tj 
1 
4.17 Strategies have a great effect on the future 
financial plan of the bank. 
4.18 Strategies have a great effect on the non financial 
measures because they draw the orientation of the 
bank towards some major stakeholders such as 
customer 
4.19 Strategies do not have that great effect on 
encouraging employees' creativity and innovation. 
4.20 The banking industry is influenced by the changes 
in the level of progress in IT services. 
4.21 It is extremely difficult to predict another hank 
competitive move. 
4.22 There is an increasing change in the customers' 
demands and attitude regarding banking service. 
4.23 Banking attributes and methods of service are 
constantly adapting to change and therefore 
unpredictable. 
4.24 It is intricate to predict and keep up with changes 
in the governmental (The Central Bank of Libya) 
regulations. 
4.25 Modern technology prevailed in banking industry 
is a critical factor that affects the use of perf'orinance 
measures in different banks 
4.26 The bank updates its technology regularly, 
although it requests high cost to obtain. 
4.27 Bank's management believe that technology 
attained is key factor that affects the use of 
performance measures. 
4.28 Indeed, technology has important effect on non 
financial measures, particularly issues like customer 
Please add any further information that you believe is important for this study 
which the researcher did not mention in this questionnaire'! 
Thank you very, much for your cooperation 
